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Flexibility in American Banking 
By EVANS WOOLLEN. Jr.* 

Retiring President, American Bankers Association 
Chairman of the Board, Fletcher Trust Company, Indianapolis, Ind. 
Retiring ABA President, commenting on recent banking progress, 
indicates year past has marked change of pace calling for charac- 
teristic flexibility in our banking system. Says banks have carried 
out objectives since war, and in 1946-1947 alone doubled their 
business and industrial loans. Notes current decreased volume of 
credit as evidence of bank flexibility. 


The year past has been one marked by changes of pace, These 
changes have called for a measure of flexibility in banking. One of 
the outstanding features of chartered banking is that it is highly flex-| 
ible in its ability to administer — The thousands of individual | 
nk gs 


b a 
throughout! 
thecountry| 


policies to| 
meet the con-| 
stantly chang-| 


and agricul-) 
ture 


nities. What is’ 
even more im- 
portant, 
lending activ-| 
ities are keyed | 
in concert with the varying needs 


of the whole national economy for 
credit. 

The flexibility and adaptability 
of chartered banking have been 
forcefully demonstrated 
times in recent years. Throughout 
the war, the demand for business, 

(Continued on page 44) 





Evans Woollen, Jr. 





*Presidential address by Mr. 
Woollen at First General Session 
of Annual Convention of Amer- 
ican Bankers Association, San 
Francisco, Calif., Nov. 1, 1949. 
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in their | edge of the meaning of the word “Statism. 
ow n commu-|he has been unable to find or anywhere obtain a satisfactory | 


their | 'a “scare-word.” 





EDITORIAL 


As We See It 


What Is “Statism”? Who Are the ‘ 


President Truman has recently disavowed any knowl- 
” He says that 


‘Reactionaries”’ ? 





definition of the word, and concludes, therefore, that it is | 


‘the “reactionaries,” 


him in this day and hour. 


Of course, it is an old and familiar political trick 
to employ words without much regard to their real 
meaning to embarrass one’s opponent. President Tru- 
man resorts to it constantly, and his opponents are far 
from free of the same infirmity. It may be in part for 
this reason that much public confusion exists as to 
current issues and the real meaning of a number of 
terms which are being used in the political contro- 
versies. In some instances probably no harm is done and 
nothing is lost by this state of affairs. In others, the 
practical importance of the matter far transcends the 

(Continued on page 42) 
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Late last week he renewed his attack upon | 
going back as far as Jefferson’s time | 
to find material with which to flay those who disagree with | 


} 
| 
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American Bankers Association 
Holds 75th Annual Convention 


Meet at San Francisco from Oct. 30 through Nov. 2. F. Raymond Peterson succeeds Evans Woollen, Jr., 
as President, and James E. Shelton and Glenn L. Emmons were elected Vice-President and Treasurer, 
respectively. Addresses delivered by Secretary of Treasury John W. Snyder, Evans Woollen, Jr., Allan 
Sproul, W. L. Hemingway, Chester C. Davis, W. Randolph Burgess and Fred I. Kent given herein. Mem- 
bership now comprises 97.6% of banks and 99% of nation’s bank resources. 
condemning any change in gold dollar value. New York to have 1950 Convention. 


Convention approves 


The American Bankers Association held its 75th Annual Convention at San Francisco, 
Cal., from Oct. 30 through Nov. 2, and before adjournment, elected F. Raymond Peterson, 
| Chairman of the First National Bank & Trust Co. of Paterson, N. J., as President for the en- 


“suing year. Mr. Peterson succeeds Evans Woollen, Jr., Chair- 
man of the Board of Fletcher Trust Company, Indianapolis, 





F. Raymond Peterson 


James E. 


Glenn L. Emmons 


Shelton 


Ind. James E. Shelton, President of the Security First 


National Bank of Los Angeles, Cal., 


was elected Vice-Presi- 





ident, and Glenn 
President of the First State Bank, 
Gallup, N. M., was elected Treas- 
urer, succeeding Frank P. Powers, 
President of the Kanabec State 
Bank, Mora, Minn., who held the 
position for two years. 


F. RAYMOND PETERSON 
President 
F. Raymond Peterson, the new 


| President, who held the office of 


Vice-President last year, received 
his education in the public schools 
of Girard, Kansas; the State Nor- 
mal School at Pittsburg, Kansas; 
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L. Emmons,® 


cy, Ill., and New York University. 

Mr. Peterson began his banking 
career in the State Bank of Gi- 
rard,’ Kansas, in 1914 while at- 
tending high school in that city. - 
From 1917 to 1919, he served as a 
Lieutenant in the Finance Depart- 
ment of the U. S. Army. Return- 
ing from military service, he be- 

(Continued on page 51) 
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By WALTER E. SPAHR 


A Reply to Mr. Sproul on Gold Standard 


Professor of Economics, New York University 


Executive Vice-President, Economists’ National Committee on Monetary Policy 


Leading advocate of gold standard takes issue with President of New York Federal Reserve Bank on 
desirability of restoration of redeemable currency. Attacks on moral grounds issue by Treasury and 
Reserve Banks of unredeemable promises, and coniends managed money will lead to disaster unless 
brake of gold convertibility operates. Denies gold standard has been responsible for price fluctuations 
or is prime cause of depression. Concludes private holding of gold is property right, and nation’s money 


should be people’s money and not selely central bank instruments. 


. 


When a president of a Federal Reserve bank recommends an irredeemable currency 
for the people of the United States, the nature of his contentions deserves scrutiny since 


‘an irredeemable 
| demonstrates 
this. The fact 
has been il- 
lustrated in 
an endless 
number of 
| ways, for cen- 
'turies and to- 
day, that a 
vague uniul- 
filled promise 
to pay cannot 
possibly be 
equal to gold, 
which is. a 
self-sufficient 
‘liquidator of 
financial ob- 
ligations, not 
dependent for its value on the 





Dr. Walter E. Spahr 





| ple. It would be a case of grant- 
ling to them privilege without 
/corresponding responsibility, an 
|arrangement for which there is 
'apparently no valid defense. 

| - Mr. Sproul says that “the prm- 
cipal argument for restoring the 
| circulation of gold coin in this 
| country seems cto be distrust of 
the money managers and of the 
fiscal policies of government.” 
That is one of the fundamental 
arguments, undoubtedly. His plea 
jis that monetary management be 





left in the hands of “competent, 


|and responsible men” and. his 
| warning is that if “you are noi 
|willing to trust men with the 
|management of money, history 


promise of any man or institution. |has proved that you will not get 
The history of the world’s €X-| protection from a mechanical con- 
periments with irredeemable pa- | tro],” 

per money is one of tragedy. A'| 


_people have never indulged in 
the use of irredeemable promises 
to pay without suffering injury in 
some form; often the result has 
| been a catastrophe. That is to be 
expected since a promise to pay 








See page 18 for views ez- 
pressed by Allan Sproul, 
President of Federal Reserve 

| Bank of New York, relative 
| to currency convertibility and 
a free gold market. 





is no better than the promissor, 
whereas gold is free of all un- 
certainties in men’s promises. 

In the face of these thoroughly- 
established facts, Mr. Allan 
| Sproul, President of the Federal 
Reserve Bank of New York, in 
an address at San Francisco on 
Nov. 2, nevertheless recommenced 
for the United States an irre- 
|deemable currency, as a part of 
‘our restricted international gold 
bullion standard. It is, of course, 
good to know that Mr. 
does not espouse the brand of 
| irredeemable currency that some 
ef the gold mine interests and 
their friends have been urging, 
under. the label of a _ so-called 
“free’ gold market, in their ef- 
forts to get a higher price for 
gold. 

But in respect to the continua- 
| tion of our domestic system of 
| irredeemable currency he says: 
| “I perceive no moral problem 
| involved in this question of gold 
| convertibility.” He really did not 
i\face the issue involved in the 
| question of morality but went on 





'with a series of assertions as to} 


| why our system is proper and de- 
} sirable. 


| Unredeemed Promises to Pay 


| Regardless of what Mr. Sproul’s 
coneept may be as to what is or 
is not moral, a simple fact that 
should be beyond argument is 
that the Treasury and Federal 
Reserve banks issue promises to 
pay which they do not redeem. 
If dishonesty has any meaning, 
that is an act of dishonesty. We 
have built a large body of con- 
tract law designed to compel peo- 
ple to fulfill their obligations and 
their promises to pay—to elimi- 
nate dishonesty in so far as it can 
be done by law. 

If the Treasury and Federal Re- 
serve banks are to be exempt 
from responsibility for fulfillment 
of promises to pay, then we have 
one standard of obligation for 
'them and another for all other peo- 





Sproul | 


| Aside from the implication in- 
| volved in his statement that the 
| issue is one of mechanical control 
| versus management by “compe- 


} 


| tent and responsible men’’—which 
‘is not a corréct presentation of 
| the issue—the fact is that this is 
the argument of every govern- 
ment dictator. It is, in essence, 
the argument that “the people’s 
money and purse should be left 
in our hands; we know best; we 
are responsible men; and we 
should be trusted.” Mr. Sproul 
advocates discipline in monetary 
'matters but “it should be the 
discipline of competent and re- 
sponsible men; not the automatic 
_ discipline of a harsh and perverse 
mechanism.” In other words, but 
accurately, “competent and re- 
sponsible men” should discipline 
the people, but the people should 
not be permitted to discipline 
these officials since that “mecn- 
'anism” is “harsh and perverse.” 


Managed Meney Must Have 
Brakes 


The simple fact of the matter is 
| that no man or group of men can 
| be trusted to “manage” properly 
|an irredeemable paper money or 
the people’s purse when the man- 
|agers deprive the people of all 
/means of putting any effective 
| brakes on these managers. 

| Besides the evidence provided 
| by practically every country in 
| the world today of what generally 
happens when money managers 
| “manage” irredeemable curren- 
| cies, we have some evidence of 
|our own on why there is never 





' 

| people can ever trust the man-| 
|agers of an irredeemable cur- 
irency. 


} . 
To cite an example: In Decem- 


ber, 1942, our Treasury and Fed- 
eral Reserve banks, acting in col- 
| lusion, engaged in currency ma- 
nipulation, in violation of plain 
provisions of law, in which the 
Treasury issued $660,000,000 of 
Federal Reserve notes as a Treas- 
ury currency, thus getting $660,- 
000,000 of purchasing power to 
which it was not entitled, and the 





what should have been a liability 
jot $660,000,000 into a reserve of 
ithat amount. That additional 
|amount of reserve in the Federal 
|\Reserve banks made possible at 


| that time an expansion of $9,900,- 
| 000,000 of deposits in the banking 
|system. By this manipulation the 
Treasury and Federal Reserve of- 
jficials also nullified a tax law of 
Congress. The Federal Reserve 


| agement. 
|any reason to suppose that any | 


Federal Reserve banks converted | 


paper money is the worst form of currency devised by man. Its record 
& naaie ie . = 


Bank of New York was a party 
to that :nanipulation. 

Moreover—to mention one otiner 
case—when the Board of Gov- 
ernors of the Federal Reserve 
System in 1947 violated the law 
with respect to the disposal of 
the earnings of the Federal Re- 
serve banks, the Federal Reserve 
Bank of New York, also in viola- 
tion of law. transierred in that 
year $18,400,000 of its earnings to 
the Treasury. The defenses of- 
fered by Federal Reserve author- 
ities in both cases were on a par 
with the acts themselves. 





Both cases, plus those observ-| 


able abroad, illustrate what 
“monetary management” usually 
leads to—irresponsibility and dis- 
honesty. It is for these reasons, 
in part, that it has often been 
stated that metallic money exists 
because men cannot be trusted. 
Mr. Sproul says: “Nor is it true, 
of course, that gold convertibility 
prevented wide swings in the pur- 
chasing power of the dollar, even 
when we had convertibility.” 


Gold and Price Fluctuations 

We have a substantial body of 
well-iested knowledge to the ef- 
fect that business and price fluc- 
tuations are not, and cannot be, 
the consequence of a single cause, 
and that the causal factors are 
many and appear in a great va- 
riety of combinations. Therefore, 
to imply a single causal factor, 
and to imply further that a con- 
vertible currency, if a good de- 
vice, should prevent “wide swings 
in the purchasing power of the 
dollar,” is to offer assumptions 


| that have no standing among com- 


peteni authorities in this field. 

Conversely, there is 
basis on which to rest a supposi- 
tion that a managed irredeernable 
currency can smooth out or pre- 
vent fluctuations in the price 
level. The worst fluctuations the 
world has ever seen have been 
under irredeemable currencies. 
That is to be expected since they 
provide a means that makes run- 
away prices and extreme currency 
depreciation possible. 

But, if a steady price level 
could result from currency man- 
agement, that fact would not 
demonstrate the desirability of 
either the price level or the man- 
A steady index of a 
price level can result from the 
averaging out of a multitude of 
instabilities and disequilibria in 
the economic system, and, in such 
cases, a steady price level (or 
purchasing power of the dollar) 
proves nothing as to the health 
of the economy. We had an un- 
usually steady average of prices 
from 1923-1929 and then plunged 
into a severe and long recession 
and depression. 

These are elementary facts in 
our reputable studies on business 
and price fluctuations. But Mr. 
| Sproul expands still further in his 
observations in this field. “Within 
my own experience and yours,” 
he says, “while we still had a 
gold coin standard, we had tre- 


mendous movements in com- 
-modity prices, up and down, 
|which were the other side of 


'changes in the purchasing power 
of the dollar. What happened to 
us in 1920-21 and 1931-33 under 
a gold coin standard should pre- 
vent a too easy acceptance of 


(Continued on page 50) 
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Investing for the 1950's 


By A. MOYER KULP* 
Vice-President, Wellington Fund 


After reviewing business and investment developments and describ- 
ing yardsticks by which they are measured, Mr. Kulp finds principal 
threat to business expansion is inability of many producers to meet 
increased wage costs by enhancing prices. Discusses -outlook for 
important industries and factors-in planning an investment portfolio 
for the 1950’s. Concludes, despite economic uncertainties, there are 
signs U. S., in coming year, will be on threshold of greatest peace 
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something has 
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‘reat te a m— 
var ticularly 


he 


investor 
—part of the 
dxicture which 
=o in recent years have better | view of the broad sweep of events 
‘| been 
| timi 


ous 


happily there are indications that |end of Post World War I boom. 


the 


craze for liquidity in the invest- 


ment world may be drawing to a| Before taking a view of these 

close. great business tides we _ will 
The recent years have been' briefly discuss the yardsticks by | 

marked by great and_ rapid, which these tides are measured: 


time business era. 
The subject of these lectures—invest in America—is indeed a 
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}sound investment program, and 
finally (4) select particular bonds 
and stocks that promised to 
satisfy the investment objective. 


Where We Are Today 


Before we try to see where we 
ere headed, it might be well to 
see just where we are today ana 
show we got here. First of all we 
should realize the only thing nor- 
mal about business is change— | 
constant change. The United 
, States is a big, dynamic country. 
| There is nothing static about it. 
'\In order to get a clear idea of! 
}where we are and where we- 
jare headed let us take a briei 


et- 
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A. Moyer Kulp 


called the confused and|quring the last 20 years. This 
d investor, There are obvi- takes us back to 1929—a fateful 
reasons for this condition but | year—a year which marked the 





era of fear, confusion and 


,and the-end of one of the bigges: 
stock market booms in all history. 
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changes in technology, in world 
wide social conditions and two 
enormously wasteful and costly 
wars which left great scars and 
wounds in all directions. I believe 
unusual combination has 
made it difficult for investors to 
even keep abreast of the times not 
to mention the infinitely more 
difficult task of (1) determining 
the business outlook, (2) study of 


industry trends, (3) planning a 
1929 

Money Supply——dollars— 

I 26.1 
Industrial Production— 

Index 1935-39=—100 __ 110 
Commodity Price Index— 

1926— 100 __ he aeetaab ed 94.5 


“Estimated. 





The production index gives us 


i\the level and trend of: business, 
|while the price 
| the 


index gives us 
prevailing price for these 
products, and money supply 
to the con- 
s3umers’ ability to buy them. Most 
observers place great importance 
on money supply and Federal Re- 
erve Monetary policy. Federal 
Monetary policy is extremely im- 
portant in determining whether 


|we will have stability, boom or 
| depression. 
| sponsible 


It 
for 


partly re- 
stock market 


was 
the 

“An address by Mr. Kulp, at the 
second series of lectures spon- 
3ored by the Philadelphia Cham- 
yer of Commerce and the Phila- 
Stock Ex- 
change, Philadelphia, Pa., Oct. 25, 
1949. 


y~New postwar high. 


(a) Physical volume of good: 
produced as measured by the Fed- 
eral Reserve Industrial Production 
Index of Manufacture and Mining 

(b) The price level of things as 
measured by the Bureau of Labor 


Whether It’s Hot 
Or Cold 


Statistics index of wholesale | 
prices covering over 800 com- a 
modities. 


(c) Money supply as measured 
by (1) demand deposits in banks. 
and (2) money in circulation. 


Be sure to read “Our 








1932 1939 1949 1950 ; 
ji umn every week in the’ 
20.2 33.3 107.2 110+. ; 
Ht “Chronicle” to see how 
64 109 172* ae : 
those new issues are 
64.8 77.1 156 1605 ; 
|} going. 
tApproximated. 
boom of 1927-29 and for the| 








severity and duration of the col- 
lapse which followed in 1931 and 
1932. Fortunately this important 


aid 
ee 


Reporter’s Report” col-. 











‘ 
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factor can be followed in the) 
weekly member bank statement 
published by the Federal Reserve 
Bank System. 

Let us take these measuring 
sticks and see where the business | 
world stands today. Production is 
70% above the peaks reached in 
1929 and 1937. Commodity prices 
are about double prewar and 60% 
above 1929. What next? Will 
business remain ona new high | 
peacetime plateau or will:we have 
another collapse like 1921 or 1932. 
We have gone down into depres- 
sions under similar conditions be- 
fore but there are severa! 
fundamental and powerful influ- 

(Continued on. page 40) 
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any other newspaper in the world 
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By KELSO SUTTON* 
Py Consultant in Salesmanship 





some other value that may be acquired and by purchasing power of 


Lays down rules in closing sales. 





Let’s say the suit sold for $85.|of money that they have to shell 
And you figure. “Yes, that is ail out of their pockets in order to 
right, about $85 is all right.” So make this purchase. 


/you buy the suit, and they alter Now what I say about price 


» : ata: Jab a | the eslemnen decen’t tell you, you laresienin sel ice; both 
“Convincing, Pricing and Closing’’—A Selling Job 2% sown ana po the re: lig o ;of them think of ES tctat esa 


Continuing his discussion of interview techniques, Mr. Sutton stresses need of convincing customer that it a little bit and ship it out to) will not apply too much to point 
everything said by salesman applies to him. Says salesman should know situation of customer. An- Y°U- : rumber 2, to the exact price. I 
alyzes aspecis of pricing, as applied to securities, and points out price is always considered in relation to A week later you bump into a| don’t see how these thoughts on 


friend of yours and you kind of | price can apply to handling of a 


customer. Urges price be made joo, at that suit he has on. It} speculative buyer who calls up 


“secondary to investment program, but price must, nevertheless, be justified and must be accurate. looks a litile bit like your suit, and the first thing he asks is, 


and you say, “What kind of a suit “What's a certain stock selling 
is that?” “Oh, that is such and at?”, 


m Quite frequently a salesman will give a very good sales talk to a certain customer. All such a suit.” __| But in these other instances 
the way through the interview the customer will agree with you very heartily on every- Hm, it is pretty nice. I bougit | of price consideration, I think that 
thing you say, and the customer hasn’t taken one exception to any of your statements. pea - on ng “<" other oy, too. .- they do apply. ; 
‘You can see @ | S85 _ ~ it” at Drowns svore, paic The person who bought the suit 
that he thinks Earlier, we said that a sales so-, personally, and that your reconi- “What? $85?” hh “ got and got gypped didn’t feel very 
you area licitation was not just a recitation | mendations apply to him. : 2 Sh S°' good about it. A salesman has 


of facts or interesting points about 
| what you have to sell, that seli- 
ing is done to get an order, and 
to get that order you have got to 
slant everything you say very 
closely to the man you are talking 
with. 


Now, we have been developing 
certain buying motives and cer- 
tain selling points for you to use 
when you go and talk with your 
customers and clients. In this 
“convincing” step of the sale-— 


pretty good 
fellow. Then 
comes the 
time when 
you think he 
is going to 
give you an 
order and 
nothing hap- 
pens. You 
can’t quite 
figure out 
why. You 











have done a which doesn’t occur at any one) 
real good sell- Kelso Sutton particular point—it is just a prin- | 
ing job, you ciple to observe, that everything | 


didn’t have a serious objection’ you say you must convince the 

come up throughout the whole in-| buyer that it applies, in a very 

terview. He was nodding his head’ practical sense, to him. Relate it 

and even helping you along in very closely to his situation. | 

what you were saying. But he| [n order to do that, you should, | 

you. |something about the fellow you 
That situation occurs very ae are going to talk with. 

‘quently in any selling job. Some-| jf you know a little bit about | 
times there is nothing you can do | him, you will be able to slant this 
about it, but in some cases there | stuff down his alley a little easier. 
is. Usually it means that a cus- 
tomer thinks what you are selling 
is a good offering. He thinks that 
your company is okay and that 
you are. But he doesn’t believe 
that what you have applies to his 
situation at all. He thinks that’s 
fine, what you are doing, a won- 
derful thing, but as far as I am 
concerned I don’t want any of it. 











If a man listens to a salesman | 
talk and while he is listening ap- 
preciates that what is being said 
applies very much to his own case, 
then he gives a lot more serious 
consideration to making a pur- 
chase than if he just listened in 
a general way to certain discus- | 
sions about the investment indus- | 
try and the possibilities of laying | 

The Cenvincing Step out a nice investment program, 

Now, what the salesman has and the situation in the market, 
probably neglected to do in that | 294 pricing and everything at that 
kind of a sales situation is to ac- | Present time. 
complish one step of the sale that| There isn’t too much that IJ can | 
is most important, and that is the | S2¥ about this “convincing step. 
convincing step, to convince the | The only thing to remember is 
customer that everything ‘ais that every sales talk you make is) 

X Ne ; yOu’ applied to a special situation, that | 
have said definitely applies to| of the man you are talking with | 
him. at that time, and everything you | 
say must be said in such a way) 
*Stenographic report of lecture | that he takes it personally. 
given by Mr. Sutton, eighth in a Get away from the general re- | 
series on Investment Salesman-| viewing of your sales story and) 
ship, sponsored by the Investment | get right down to brass tacks. | 
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discussion of price when I give | S¢t. Now who do you blame? You 


| beginning of this course we de- takes four different points of ap- | 


Association of New York, New| Make this fellow see that what So you have, on the one hand, °f price he thinks about. 


mine for $55.” 

We are getting pretty near to| And vou look the suit all over 
the end of a normal sales solicita-| and say, “Gee, that suit looks just 
tion. We have discussed the ap-| exactly like mine, something is 
proach, we have discussed getting wrong here. $85, $55; $30 aiffer- 
attention and interest, we have ence.” he have tx wileth ehet be lo aaah 
discussed the general presentation| Well you aren’t feeling very ine ab wid: acmmiiadineds alt 
of your sales story, and we have | good: you aren’t feeling very good | price in one vn oes on auto- 
talked about : demonstration. | at all. matscall that is if'a rice is too 
Following this demonstration, we| Now, I was just taking the ex- | hieh wins Meore. th Bag wet to 
have brought out the point that| ample of a suit. You ¢an take hans is 7 d th l a ot 
all of this must be done in a con- that same example with a tele- nee eee 8 Ser Sa 
vincing way. | vision set. One person will go to | ' ; ‘ 

We have also talked about how/@ big department store and he) ;, pitied conn ecg en toe 
to remove objections that come | May pay $550 for a television set | sejjer doesn’t make enough money 
up during this interview, and now | and it’s got a year’s repair service | nq he goes into bankruptcy, so 
we are getting along to a point| with it. Somebody else goes down | that in a general way prices even 
where probably one other thing is | here to the street I just passed by | o¢¢ also. 


got to make his buyer convinced 
of the fact that for what he pays 
out he’s getting something that is 
exactly equal to that amount of 
money. In other words, that what 


going io happen, and that is that, —I don’t know the name of it) Now ‘the important thing to 
|you are going to quote a price. down here—and goes in and does i F 4 


remember here is that from the 
point of view of the person that 
you are selling securities to the 
price is important only in rela- 
tion to certain other things. 

I was saying that the price a 
person pays out is important to 
him only when he considers it in 


’ oi : < |relation to something else. After 
these talks to other salesmen.|40"'t begin by blaming yourself, all, a dollar bill by ftself doesn’t 


But, I will admit, I have some| YOU blame the store that you! (ean very much. It is what the 

hesitancy to discuss price in in- Ought the suit at and you blame ‘ itl ‘th it’ 
ing? | the store that you bought the tel Ce: ae Sey: eae See ee 

vestments. What are you selling? | “™. gp you L € tele- the relation of a dollar to some- 

You are selling price, in a way, "Wan ye S ae oe thing else. 

especially when you are selling ie ak aes 4 ~ A .2 idler, At the same time, the price of 

commen stock. vs : ‘ cll whatever you are trying to sell 


: ; p get $85 worth of merchandise.!.~: 
So, if you will bear with my - : bot ; ‘|is important to that buyer only 
You got about $55 worth of mer- as to how he relates it to certain 


non-technical mind, as far as h : + ed 
“pe - “embers : ‘handise. and ray . ; “ 
pricing in your industry is con- this x Pang po etlcietyg Fs — other things. First, the thing he 
cerned, I will go ahead and dis-| what was bought. Now, when- relates it to is how badly does 
cuss this subject in a general way. | ever that balance is lost and the | € Want what you are selling? if 
I want to talk for a minute) buyer appreciates it, he certainly he doesn’t want it very badly, he 


|a little bargaining and he gets the | 
The Pricing Step |Ssame thing for, oh, perhaps $100 | 

At about this time the buyer | cheaper. ; , 
is pretty much interested in how! , Well. the first person finds out 
much money this involves. Us-| bout that and he begins to won- 
ually, I have no hesitation, gentle- | der if he is as smart as he should | 
men, to go plowing right into this have been in buying the television 


| ebout the place of price in 2 sale.| isn’t very happy about it. certainly can’t see expending that 


You remember back at th vf s “ amount of money. You know, 
way back at the In your case, the matter of price ‘yourself, when you want a thing 


pretty badly you are quite willing 
‘to put out the mney to get it, but 
if you don’t want it and you den’t 
feel that you need it very much 


fined what a sale was, that it was! preciation. 

the transfer of ownership of First, there is the price of your 
property for a consideration; that | commission. That’s one. That costs | 
it was a two-way deal. Thej|a certain amount of money, and : : 
property in your instance would|a man, especially one that’s un-| YOU are certainly not going — 
be any kind of investments or se- | familiar with buying securities. is spend that amount of money for 
curities. The consideration is the going to think to himself, “How it. 
price that the buyer has to pay.| much is that commission going to 
He pays it out in money. cost me?” So that is one element 


So that the buyer’s considera- 
tion of the amount of money you 
are going to quote him is Im- 


j +43 i | portant to him in direct relation- 
investment securities — over here| The second one is the exact ade to how much he is going to 


|—and on this hand, you have the | Price of a security at the time the ing. Now 
| price that the man has to pay for|™@n wants to buy it. The exact | oe + tg ean a in the 
price on.the ticker. Lots of peo- | YOu see the tie-up here in 
|them. They should balance. They P ori is that if you do a good 
lam fe "| ple buy common stocks purely | Price 3S tha y 
| should be equal. The price is ex- | , ‘ : | sell ob you make the fellow 
p~- : 'from the point of view of price at | S€#4!"& JOD ¥ ; 
pars SNORE We -sOee. _a certain time. They figure that) W4mt to buy your investment 
| Let’s say that you decided you | that is a good price to buy it at. rogram. and after he wants to 
| are going to buy a new suit. You) The person who buys for short-| buy it then he is willing to pay 
| are + to buy a reacy-made ‘term speculation is in that cate-| the amount of money for it. 
| rome AE ap “gee = one Bory. , : Price in Relation to Value 
| you think sells the kind of cloth-| The third point of appreciation 
i i : : : > i is that 
| ing that you like to wear, and that | o¢ price. as far as investment is|, The second point here = ; 
_will probably have a price range| concerned, is the approximate | he thinks of that price in re ation 
at about what you would want to| price of: a security at any time, to the use he gets out of = we 
| Pay. You walk into the store, and whether it is a stock or a bond. | are selling him, the use value 0 
as soon as you get in there the! A person who is going to buy and | Your offering to him. —_ 
front man sees you and assizns| put stock away somewhere may|. Y0U are going to buy a py OF 
| you to a salesman. _. |not be terribly interested in the | it is going to cost you $85. You 
| Now, in the back of your mind, | exact price at any particular min- | figure, “Well, is the thing one 
| you have an idea about how much | ute during a day, but if it is sell- | t© be worth that; am I going to 
/money you want to pay for the|ing for somewhere around what get that amount of use out of ‘ 
suit. It is not a new occurrence he wants to pay for it, I think that does it look like an $85 suit; is ~ 
|in your life, and you figure, “Well, | he will buy it. _ going _to give me $85 bg ok ay 
| I know just about what I want to| There is one other noint in price | Wear? The same thing wit h = 
| pay for this,” but you don’t ex-|and that is the total amount of stock. The fellow figures, “that 
actly know. So he puts the suit | monev that the fellow who is go-| is going to cost me a certain 
|on you, and if he is any kind of | ine to buy has to put out. He | amount of money, what am I go- 
|a salesman he tells you a little|thirks to himself, “Can I afford ing to get out of it for that 
| bit about the suit, about the ma-| to put that money out?” So. from | amount of money? 
| terial in it and about the tailoring | the roint of view of a salesman, The third thing that he relates 
land about the fit, and other things | -nd the noint of view of a buver. | this price to Is other things that 
to make you interested in that | there are different things to think he might buy with that same 
suit. ‘about as far as the price is con- | 2mount of money. You are going 
|. All the time he’s talking about | rerned. to spend $85 and you figure to 
| it, you are making up your mind The man thinks of the commis- | yourself before you go dewn to 
/as to whether you think you like | sion to he naid; the short-term in- buy a suit, “Well, do I need this 
that suit or not. Then at some) vestor thinks of the exact price suit more than I need something 
| time you look down and you seeé | he is soing to put out: the long- | else?” So the price is alwave con- 
the price on that suit. Usually,'term investor thinks of the ap-' (Continued on page 45) 
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Nation-wide strikes continued to have an adverse effect upon 
total industrial production the past week, with the result that output 
was fractionally lower for the week and somewhat under last year's 
high point. Some industries previously not affected by the bitu- 
minous coal and steel disputes cut production as shortages of some 
basic materials developed. 


In the retail markets the past week mild rises in some sections 
were accounted for by the seasonal change to cooler weather. Pur- 
chaser interest in clothing held steady but failed to approximate the 
level for the like period of 1948. It was noted that heavy returns 
in many Fall items had the effect of canceling out gains. 


At wholesale, it was found that the steady increase in volume 
characteristic of recent weeks, continued to manifest itself last week. 
The pace of the edvance showed noticeable slackening, however, 
and total volume moved only fractionally above that of the previous 
week. When compared with the like period a year ago, the volume 
was moderately lower. 
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As the week ended representatives of Republic Steel Corp. and 
the United Steelworkers, CIO, failed to arrive at a settlement of the 
strike against that company, but attorneys for both parties carried 
on discussions in an effort to reduce to writing “certain parts” 
of a possible agreement. The Lukens Steel, it was reported, reached 
an agreement on Saturday and the steelworkers ratified it on Sunday. 


Following negotiations by Republic Steel and Jones & Laughlin 
representatives with the steel union further progress in the nation- 
wide steel strike was made on Tuesday of this week when those com- 
panies signed pension and social insurance agreements along the 
lines of the settlement with Bethlehem Steel, providing for minimum 
pensions of ‘$100 a month for werkers aged 65 who retire after 25 
years of service. 


Several other major producers reportedly were approaching 
agreement with the Steelworkers. These included Youngstown Sheet 
& Tube, Inland Steel, Great Lakes Steel and Wheeling Steel. The in- 
dustry’s biggest producer, United States Stcel, said it has not been 
in contact with the union. 


In an effort to end the 49-day-old bituminous coal strike, Cyrus 
Ching, head of the Federal Mediation Service, was to meet on Mon- 
day of this week with Southern coal producers in an effort to find 
possible points of agreement and compromise between the operators 
and the striking United Mine Workers. 


Mr. Ching was to meet with Northern coal produceys later this 
week. No action in the coal strike by President Truman was expected 
until the latter part of the week at the earliest when the results 
of these two meetings would be known. 


John L. Lewis, head of the United Mine Workers, reversing the 
miners’ traditional,“no comtract-no work” policy, yesterday suddenly 
suspended the damaging soft coal strike until Nov. 30 and ordered his 
380,000 members back to work immediately, pending new efforts 
toward a setilement. Some of the miners, it was reported, would be 
back at mines on Wednesday of this week at midnight. It was further 
reported that Lewis’ sudden action was a sharp surprise to the coal 
operators and government mediators. 


On Monday !ast, the United States Supreme Court in a 5-to-3 
vote announced its decision not to review Justice Alan J. Gold- 
borough's ruling in the United States District Court, imposing fines 
of $20.000 against Lewis and $1,400,000 against the United Mine 
Workers’ Union after the union had ignored a court order +0 promptly 
end the strike. Attorneys for Lewis and the union appealed to the 
high court to review Judge Goldsborough’s decision. In effect, the 
Supreme Court upheld the fines levied on John L. Lewis and the 
United Mine Workers during a 1948 walkout. 

oo 4: ae 


A scarcity steel market, especially in flat-rolled products, looms 
for the next five to six months, says “Steel,” national metalworking 
magazine, in its release on Monday of this week. Metalworking shops’ 
inventcries are depleted, or so badly unbalanced, it will take that 
Jong to restore full supply-demand equilibrium after the strike ends. 
Probably 9.000.000 tons of ingot production will be lost from 1949 
output by the work stoppage. Complicating tne outlook is the coal 
strike. Lacking assurance of adequate fuel supply, some steelworks 
may not promptly resume operation upon strike termination. Exten- 
sive furnace repairs also may be a stumbling block to quick snap- 
back to pre-strike levels. This will serve to intensify tight supply 
corditions. Indicative of the seriousness of the outlook, some auto- 
motive companies already are nibbling at the conversion market for 
stop-gap tonnage. 

In view of the rise in steelmaking cosis, the magazine states 
that prices are being watched closely. Whether the increased costs 


will be passed along to consumers in higher prices is a moot question. | 


There is yet no sign a general increase is on the way, although 
producers expect the pension-insurance settlement to increase costs 
by about $4 a ton. Premium-priced material is appearing in the 
market and high-priced conversion deals are in the making so that 
some increase in steel costs to consumers is certain, “Steel” adds. 
% He a: 
STEEL OUTPUT LIFTED TO. 21% OF 
MENT OF BETHLEHEM STEEL 


Steel lost in the strike plus that which will be lost before pro- 
duction comes back to normal has now passed the 10,000,000-ton 
mark, states “The Iron Age,” national metalworking weekly, it its 
current review of the steel trade. This means a steel shortage that 
may extend into next summer. 

Chances are good that there will be no major steel price increases 
this year, but they are a definite possibility for early 1950 unless 
demand gnes to pieces. Most steel companies are reporting a down- 
trend in earnings. Higher labor costs under the Bethlehem pattern 


(Continued on page 49) 


SS PACITY BY SETTLE- 
RIKE 


in 
Construction Outlook 


- According to a statement of 
Thomas S. Holden, President, and 
Clyde Shute, Assistant Vice-Pres- 
ident and Manager, Statistical Re- 
search Divi- 

sion, F. W. 
Dodge Cor- . 
poration, New . 
York, the 1950 
construction — 
market will | 
be a_ buyers’ 
market. Res- 
toration of 
normal com- 
petition is one 
phase of the 
current ad- 
justment that 
may be said 
to be com- 
pleted, in 
construction . 
and in most other sectors of busi- 
ness. 








Thomas S. Holden 


ation. 












Observations .... 
By A. WILFRED MAY 
Election Campaigning Here and Abroad 


This week’s election results in New York State and throughout 
the United States perhaps should not be considered a bell-wether of 
the 1950 elections either here or in England. But the manner of the 
campaigning, combined with the results,, newly highlights certain 
crucial problems inherent in the present course of 
the democratic political process throughout the 
world. 

For, apart from the traditional mud-slinging, 
the New York State Senatorial contest was waged 
on the issue of “Statism”; and the labor vote is 
ascribed by political reviewers as the overriding 
force behind the Lehman yictory. 

We are thus led to reconsideration of the 
real implications of Mr. Truman’s. upset victory 
of the year, with on the one hand its implica- 
tions of finality about the invincibility of “Santa 
Claus-ism”; and on the other hand, the ensuing 
criticisms of Candidate Dewey’s “me too-ism” in 
lieu of fearless out-and-out opposition to the 
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Construction volume 
will probably be very close to 
1949 volume, 


of contract dollars, rather than an 
increase. 


This is the equivalent, accord- 


ing to the forecast, to saying that | 


the upturn in contract volume 
which took place in August and 
September of this year does not 


yet. in our opinion, show signs of | 


being the beginning of a broad 
and sustained upswing. 

“If this appraisal is correct,” 
the statement adds, “it records a 
curious situation. The upturn in 
volume was accompanied by a 


firming: of material prices and a} 


leveling of construction 





|pfier 12 months of downward ad- 
| jJustment. In the past, attainment 


| of a like degree of stabilization | 


| frequently constituted a base for 
| broad expansion of the economy 
land a significant increase in con- 
| struction activity. This was largely 
| because a 
| 


| of private investment confidence. 


Today any apvraisal must include | 


/guesses as to what big labo 
| unions will do to key industries, 


what our own Governmert will | 


|}do. what impacts foreign eco- 
| nomic conditions will have on the 
| American rconomy.” 

For this reason the opinions of 
| qualified ecoyomists on the gen- 


| eral economic outlook have as- |! 
{sumed increased significance as | 


backeround for estimating future 
| construction trends. We find our- 
|selves in substantial 


| 


| who contributed their ovinions on 


the busiress outlook to F. W.| 


|Dodge Corporation’s latest sur- 
|vey. Thev exvect continustion of 
market re2diustment in 1950 and 
moderate downtrends in wholesale 
| commodity prices. cost of living 
| consumer spending. industrial and 
| general business activity. A ma- 
jority of them expect reduced 
| volume of private ron-residential 
| building and engineering con- 
tracts and increased volume of 
| public non-residental bvilding and 
|engineering contracts. While two- 
thirds of them expect reduced 
‘housing volume. the other third 
expects moderately increased 
| housing activity. 


Prospect of Moderate Downward 
Trend 

| While a prospect of a down- 
itrend,. however moderate. does 
inot make exciting reading, it 


|should be reassuring. say the ex- |. 


|perts. The expected moderate 
|downtrend is from a total contract 
volume which, in terms of dollars 
|though not in terms of physical 
|units, is likely to be the highest 
|on record. By the end of Sep- 
'tember. 1949, the 37-states con- 
_ tract total recorded by Dodge had 
| passed the dollar total. recorded 
for the first nine months of 1948, 


with considerable likelihood that | 
\the fourth quarter figures this | 


'year will extced last year’s. 





in 1950 ' 


odds favoring aj} 
moderate reduction in the total | 


costs, | 


construction upturn | 
represented in the main a return | 


agreement | 
with the majority of the views | 
| expressed by the 108 economists | 





Spoils System. Now the defenders of “me too- 
ism” are pointing to the fruitlessness of Mr. 
| Dulles’ anti-Statism; but presumably this broad 
question will be more conclusively settled in the 
United States by the outcome of Senator Taft’s campaign in Ohio next 
|year (despite Mr. Truman’s reiteration this Wednesday that he 
settled that issue at last year’s polls). 


| Abroad, the earlier British elections will furnish clarification’ t 
the same question—that is, whether it is possible for the “outs” t 
oust the exchequer-disbursing “ins.” 


As in the United States, the British Laborites recurrently and 
simply demolish the Opposition with the rhetorical question: “Granted 
that social services may be expensive, specifically which of thern 
would you do away with’? While in England recently, this columnist 
discussed with a dozen leading Conservative M. P.’s the kind of 
campaign arguments (which then seemed immincnt) they expected 
io use. The warranted conclusion seemed to be that while Conserva- 
tive Party successes are hoped for on the bases of more efficient 
effectuation of Welfare-ism and of individual personality appeal (as 
by the fiery Opposition-leader, David Eccles), nevertheless, they 
| actually depend on the citizenry’s turning against their benefactors 
after a lapse of time for psychological reasons that are not easily 
recognizable. 


A. Wilfred May ~ 





End of the Honeymoon 


The first definitive rift in the Socialist honeymoon occurred 
through the revelation of governmental shortcomings as dramatized 
_by the government’s capitulation to devaluation. But it has been 
apparent that the apathy toward Socialist beneficence had started, 
and would have continued to grow in any event. Disaffection has 
been shared by practically all categories of the population. Even 
before the new retrenchment program was announced by Mr. Attlee, 
with the imposition of a nominal charge for medical prescriptions, 
| Mr. Average Citizen, receiving his highest real wages in history, was 
becoming increasingly conscious of the 4s/1ld deducted from his 
weekly paycheck as his contribution to the cost of the multitudinous 
health, educational, housing and insurance benefits being showered 
/ on — (The health benefits alone being estimated to cost £228 
million.) 


Even union labor has been displaying an increasing lack of 
appreciation of its benefactors. One unanticipated reason for this has 
been the identification in the mind of the union worker of the Labor 
| Government with top union officials in a joint sell-out of his in- 


| teresits. Then there have been various specific smaller “needles” 
suffered by the worker—as for example, the recent withholding of 
wage rises from the railroad workers (in whose industry there are 
/now 100,000 more workers—an increase of 20%—handling 20% less 
mileage than in 1938). Additional trouble has been introduced 
through objection by the higher-paid craft unions to raises centered 


(Continued on page 51) 
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How to Solve the Equity Capital Problem 


' 


By ROBERT E. WILSON* 


.- Chairman of the Beard, Standard Oil Co. (Indiana) 


| Dr. Wilson reviews sources of new capital for industry, and points out causes for small percentage of 
equity capital applied to new financing. Says too much plowing back of industrial earnings is ‘not 


} 


satisfactery, and unless more outside equity capital is obtained, American industry cannot expand 
sufficiently to create jobs for increasing numbers of workers. Notes change in individuals and groups 


who can and should now buy common stocks, and urges farmers’ and workers’ groups be educated to 


_ To give my story in a nu 
First, that there is a shortage 
ond third pemitions are that 
mo know the © 
tacts about 
ommon stocks 
aon't have the 
imoney; (b) 
those who 


sion that industry is on an un-| 
/sound basis, because, in addition | 
to this $1 billion outside equity | 
capital, we mustn’t forget that the | 


invest in common stocks. 


tshell at the outset, I hope to establish three propositions: 
of equity capital to meet the country’s needs. My second) 
the two principal reasons for this situation are: (a) those 


Why complain about the short- 
age of equity capital when we did 
get $12 billion in this compara- 
tively easy way? There are sev- 
eral reasons: 


However, I mustn’t give impres- | 


trave the mon- | $12 billion of plowed-back earn-| First, plowing back so much | 
cw don’t know |ings is equity capital belonging to| earnings is not satisfactory to 
i.e facts. | the stockholders, so there is really many because: (a) stockholders 


. WhileI hope 
io present 
evidence to 
hroadly justi- 
fy these three 
i.uiek general- 
izations, I 
freely admit 
that, like most 
veneraliza- 


Uons, there are exceptions and | 
t 





Dr. Robt. E,. Wilson 


ualifications to each which 1) 
hall also try to point out in my| 
discussion. Finally I shall try to| 
indicate “what should be done 
about it.” 


_Let’s consider the first prepesi-| 
tion: There isn’t enough equity | 
capital to meet the country’s | 
needs. These needs since the war | 
have been abnormally high for 
several reasons, such as: 


(1) No vet addition to industrial | 
plant in the ll-year period fol-| 
towing 1929—in many years a net! 
reduction. Longest period in his- | 
tory of country. 
» (2) Much of wartime addition 
useless in peacetime. 


(3) Large individual savings 
during war and pentup demand 
for goods required extremely 
rapid expansion of plant during a 
period of high construction costs. 

(4) Higher costs of inventories, 
consumer credit, etc. 

' To illustrate, 1929 is usually | 
considered a year of great expan- 
sion, vet total capital expenditures 
of nonagricultural corporations 
were as shown in the accompany-| 
ing table. 

But this expansion was financed, 
20 why talk about shortage of | 
equity capital? Well, let see how | 
tt was financed. 

The major factor in financing 
1948's record-breaking capital ex-| 
penditures of $19 billion was the | 
record-breaking plowback of $12 
billion out of the net earnings of 
these corporations. In other words, | 
while these companies in 1948) 
earned $19 billion after taxes, only | 
$7 billion was paid out in divi- | 


dends and the rest was put back 
into the business. The only other 


important internal sources of cor- 
and depletion charges totaling | 
$5.5 billion, so $12 plus $5.5, or | 
$17.5 billion, leaves $1.5 billion of | 
tke capital expenditures to be cov- | 
ered by funds from outside) 
sources. This isn't the whole story, 
hewever, because corporate inven- | 
teries increased by $5.5 billion, | 
amd increased credit to customers, | 
less trade debt, amounted to $3 | 
billion, so total cash required from | 
outside sources was just about $10 | 
billion. Of this, $5 billion came 
from sale of notes and bonds—$4 | 

ions from bank loans—less| 
tan $1 billion from sale of stock, | 
half common and half preferred. 
in other words, only 5% of out- 
side money came from sale of) 
common stocks! Distressingly low 
proportion even compared with 
depression. 


«Le 

*Talk given by Mr. Wilson be- 
fore the National Industrial Con- 
ference Board, Midwest meeting, 
St. Louis, Mo., Nov. 1, 1949. 


| a total of $13 billion of new equity 
capital versus $9 billion of new 
debt. 


Why More Stock Was Not Issued 


|/measure cost of equity capital? 


an earnings yield of 7 or 


|eonvertible debentures or. con- 


| age | a 
slightly over 7%, but nearly two-| around $8 billion a year just for 


object, even though they may be) 
better off; (b) politicians and. 
labor economists complain, though 
'unjustly. Labor should welcome 
these plow-backs;.(c) this keeps 
stock prices down and postpones | 
the day we can do equity financ- | 
ing. It is a vicious circle. 
Secondly, the probable drop in) 
| earnings this year sharply reduces | 
plowed-back earnings, especially 
if dividends are maintained, as, 


This still leaves the question— 
why didn’t industry sell more 
stock? It is essentially due to 
low interest rates versus high cost 
of equity capital. How can we 


Some say it isn’t cost, since divi-| 
dends aren’t guaranteed, but di- 
rectors with a sense of obligation 
can’t subscribe to that view. Pre- 


ferred stock costs are compara- |. ree 
tively low—4 to 444% versus 214 |ings also cuts ability to borrow. 
to: S “fow  asthim-term enue: | Many feel the safe limit reached. 


but interest is deductible from | Tis, Plus ry sar ag S 
corporation tax while dividends | Pulling in of horns last fall. 

are not, so the real comparison is 
between 4 or 442% preferred divi- 
dend, and a net interest cost to 
the corporation of less than 2%— 
and good corporations consider 
preferred dividends sacred. 


low ‘percentages declared during | 
recent years of high earnings. 
Thirdly, the reduction in earn- | 


| 


Current Capital Needs 


Now, what about capital needs 
| this year? 


| from last year. 
' will be short. If capital expendi- 

But when we come to common | tures drop more (as I anticipate), 
stocks—the traditional source of | shortage of capital is one of main 
equity capital—you get into really | reasons for slump. There is no 
startling figures. Some, to be sure, substitute for business expansion 
like Telephone and Chemical \if we are to have a 
stocks are selling for 12 to 15| economy and continue to make 
times annual earnings, and above | jobs for the growing labor force. 
their book values. This means’ The net addition to civilian force 
that they can sell their stock on} was 5 million in the two years 
8%, 
so they can and do sell stock and | for which industry got little credit. 
About 1 million will come up for 
vertible preferreds without feel-| work in 1948. In the next few 
ing that they are unjust to present | years it will be over half million 
shareholders. annually. An $8,000 investment 

But when we come to the aver-| per present job is the average for 
age iigures for listed, dividend-| industry. New jobs require still 
paying stocks on NYSE, we get/| more. In our industry it is $25,000 


the really startling picture. The| per job. Our new jobs now cost) 


$50,000 on 
industry 


the average. 
should invest 


average dividend rate on the aver- about 
market price in 1948 was) Thus, 


thirds of earnings were plowed | new jobs—plus a similar amount 


back, so that the average earn-| for replacement of wornout equip- | 


ings yield was about 20% on the} ment, etc. 
market price. This is more than) 
10 times the net cost to corpora-| capital needs of last three years, 
tions of medium-term borrowing! | where is the proof that there is 
Also, in many cases the corpora- | a shortage of equity capital? Well, 
tion stock was selling well below; when ‘sound. dividend - paying 


|book value, and in a great ma-| stocks: get down to the point that. 
| jority of cases far below the re-| they have to earn nearly 20% and | 
porate funds were depreciation | Placement costs of the underlying | pay nearly 7% to attraet buyers, | 


assets. I might mention the great|I say there is a real. shortage. 
contrast of this with 1929. Do you | Now let’s see why. 
wonder that few companies con- | 


sidered it fair to their present’ 
stockholders to sell common stock | 


Who Can and Should Buy Stocks 
My second proposition is that 


| at prevailing low prices and thus these who know the facts about’ 
_dilute the value of the stock now | stocks don’t have the 


money. 


outstanding under those condi-| Equity capital historically 


tions? The only recourse for most 
companies was: heavy plow-back 
of. earnings—about 64% in 1948 


has 


salaried individuals. Current high 
surtax rates on income have dried 
versus the 25 or 30% prewar aver- | up this usual source. While total 
age. High earnings and heavy | individual income is 2.5 times 
plow-back appear to be the only | 1929, total of after-tax incomes of 
way many industries could pos- — $25,000 is — es 
sibly meet the rapid postwar | SS in many casts large comet 
ates a8 demand ‘end’ chy 'and foreign holders of stock have 


os iN} to liquidate. 
reasonably sound position. money—and yet don’t buy stocks. 


(In billions of dollars) 











Est. 

1929 1939 1946 1947 1948 

Capital expenditures___ $9.2 $5.2 $12.0 $16.2 $19.0 
Net increase in corpo- 

rate inventories _____ 1.1 1.0 9.0 fe 5.5 

| [A $6.2 $21.0 $23.4 $24.5 








| taxes. 


| wealthy individuals — those best 
fitted to take risks—into unpro- 


they should be, in view of. the} 


| 


to make more jobs and a better, 
| standard of living? 
| threaten to actually increase taxes 


Earlier surveys indi- | 
| cate capital needs are off but little | 
If so, new capital | 


vigorous | 


| 1946 and 1947—a tremendous job | 


But since we have met heavy.) 


come from the wealthy and high-.| 


In } 


But some do have} 


Current double taxes on dividends} prise have net. Few realize that 
drive large investors into tax- America was largely built by the 
exempt securities—the, least pro- | risk-takers.. Surveys show few 
diictive instead of most, productive |even among people with invest- 
type of investment. A man witn_ table funds, know how to buy or 
$50,000 income after exemptions sell stocks. Still fewer realize that 
pays 66% ° of his dividends - in) dividend yields are now over 6% 
To give sueh investor a|on many..sound stocks, or have 
tax-free yieid of 2% en industry | any appreciation of what>present ° 
must pay 6%. This is an economic. high earnings yields améunt to, : 
crime that our tax system drives and how they serve to sateguard 
present dividend rates as’ well as 
add to the fundamental value of 
the stock. 


. 


ductive and riskless iax-exempts 
—umnless they re stubborn like I 


ts What Should We De About It? 
Capital gains possibilities of}. Finally, what should we do 
stock should still attract investors| about it? Considering the last 


group first, it is obvious that the 
big job is an educational one in 
which many must participate. In- 
dustry should endeavor to inform= 
iits own employees about how to 
buy securities and the pros and 
cons of various types of invest- 
ments. It is unfortunate that ad- 
verse results during the depres- 
sion, plus the complications of 
SEC registration, terminated many 
employee stock purchase plans in 
spite of their great merit in tend- 
ing. to improve industrial rela- 
tions. Consideration should also 
be given to some modified plahs 
to get stock into employee hands; 
such as the General Eleetric Com- 
pany has recently put into effect. 
The New York Stock Exchange: 
and certain oi the brokerage 
houses have been doing an excel- 
lent job of public: education by 
means of advertisements, booklets, 
and investors’ forums, but -there 
still is much room for this. Very 
few people realize how quickly, - 
easily, and at what low cost it is 
possible to buy or sell listed se- 
curities. 

One bright spot in the equity 
|capital picture is the growing 
popularity of investment trusts, 
which enable a small investor to 
diversify his investments and have 


—but they don’t, because of the) 
unfair limit on deductibility of 
net capital losses. Also, while 
these people know the facts about 
stocks, they know many other 
things which make them fearful 
oi the future of business—threats 
of all kinds. Washington seems to 
delight in unsettling business. 
There are threats of excess profits 
taxes on undistributed earnings 
tax—a great social security ex- 
pansion and government-financed 
competition, as well as dismem- 
berment of oil and other indus-'| 
tries. It would be amusing, ii 
not so tragic, to see the planners | 
now talking about President Tru- 
man’s Point IV program and em- 
phasizing the need of encouraging | 
private investment abroad. - Isn’t | 
it about time that they gave some | 
thought to encouraging invest- 
ment in American business—and 
to our urgent needs for more 
equity capital here at home if we 
are to have an expanding economy 


Instead, they | 


on domestic business to finance | 
competition in other countries! 
One must remember there is a 
limit to burdens we can load onto 
Uncle Sam. 


My third proposition is “that | them under some continuing su- 
those who have the money don’t| Pervision. However, the custom-. 
know the facts.” Of course, some | @ty 72% loading charge, while 


apparently necessary for selling to 
small investors, is a rather serious 
obstacle. to considering this an 
ideal solution of the problem. The 
point is sometimes made that this 
loading charge ftncludes both. get- 
ting in and getting out of the 
investment, but it would seem to 
me preferable to divide the charge 
so that there would be less penalty 
for getting in and some penalty 
on getting out, thus tending to 
discourage switching, which is 
|undesirable from the customer's 
viewpoint. 

Most investment trusts also 
seem to suffer from attempting to 
follow fashions—there are appar- 
ently certain well-known stocks 
which every investment trust 
thinks it must hold, and stocks of 
more merit which are relatively 
neglected. As another example of 
following fashions, many invest- 
ment trusts seem to follow a 
policy of holding roughly equal 
amounts of oils and chemicals, 
ignoring the fact that the total 
assets of the listed oils are about 
four times those of the listed 
chemicals.- This tends to create. a~ 
scarcity value for chemical stocks, 
and is probably one reason for 
the fact that the chemical stocks 
For the good of the individuals, are currently selling at more than 
of industry, and of the country as| twice book value and about 12- 
a whole, more of these mass sav- | times last year’s earnings; whereas 
ings should go into venture capi- the average oil stock is selling at 
tal. The individuals need more about 75% of book value and 
‘income and more incentive to save | about five times last.year’s earn- 
|—and a regular stake in free en- | ngs. 
terprise; industry needs the capi- Many are impressed by the 
tal, but it needs even more the fact that open-end investment 
| better understanding and greater trusts have trebled assets since 
community of interest which | 1940—but that trebling repre- 
should result from stock owner- | sented only one billion new in- 
ship. The existence of a million | yvestment during a period when 
more small stockholders. would | life insurance companies added 
greatly improve the climate for! $23 billion to met reserves and 
business enterprise. savings banks deposits rose $28 
billion—equity capital still on 
short end! 

There is certainly room for de- 
veloping still better methods of 
reaching the small investor. It is 
unfortunate that the only one who 


(Continued on page 41) 


do know facts—insurance com- 
panies, universities, and institu- 
tions, but they are otherwise lim- 
ited. There are weaknesses of 
trustees as investors. 

However, those to whom I refer 
| mainly as having the money today | 
are the millions of individuals, 
farmers, workingmen, and others 
who have been saving unprece- 
dented amounts and would save. 
more if they had adequate incen- 
tives. They naturally are con- 
cerned about security, they prop- 
erly go first to insurance, then) 
government bonds and savings 
banks, but many have adequate 
amounts of these, but they are) 
‘filled with uncertainties and prej- | 
udices about stocks. Only 8% of| 
American families own stock. This 
\may be the cumulative effect of 
attacks on business end stock ex- 
change. The general public’s de- 
sire for security seems almost) 
pathological—e x ce pt when it 
comes to buying lottery tickets or 
betting on the races. The sad} 
thing is, in search for security 
the purchasers of bonds in recent | 
‘years didn’t have security—the in- 
terest on bonds or life insurance 
didn’t make up for_loss in the pur- 
chasing power of. the principal. 


| 
j 


| 
| 


Safety and security in invest- 
ments have been widely sold to 
| the public—in part by industry in 
bond drives. However, the re- 
wards for intelligent risk-taking 
and the advantages of owning a 
‘share in American business enter- 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON 


As it so happened, your correspondent participated with a Naval 
Officer in a golf game this afternoon. He was a dentist, not a mem- 
ber of the Academy. But he was a four-striper, meaning that hé 
had gotten ahead of the business of pulling teeth. Indeed, he had 

come up to the policy-making branch.’ He was} 
in fact, a member of Operations 23 which Secre- 
tary of the Navy Matthews has just liquidated} 
but which my golfing companion assures  mé 
Was not the Navy propaganda group which certain 
Leftist columnists had pictured it, but an ordi- 
nary Navy policy-making group. 

Anyway, for 18 holes I heard the propaganda 
for the Navy and its “case” from this fellow: 
Of the Secretary of the Navy, Matthews, he spoke 
only with scorn. My friend, playing with us, who 
served in the Navy during the war, a commis-| 






























Francis Willis With 
Field, Richards & Go. 


(Special to THe FINaANcIAL CHRONICLE) 
CINCINNATI, OHIO — Francis 
H, Willis has become associated 
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Scheuer and Edward E. Liening 
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Benjamin Graham 


Francis H. Willis 


Charles G. Scheuer Edward E. Liening 


‘Scheuer, Liening Now Benjamin Graham to 
With Blair & Go.. Speak at New School 


| Benjamin Graham, President of 
CHICAGO, ILL. — Charles G. | Graham-Newman Corp. and lec- 














turer in finance, will speak on 














sioned officer, accepted the discipline of the Navy| with Field, Richards & Co., Union 
at that time. He told our fellow player how he| Central Buiiding. Mr. Willis was 
had bowed to the orders of superior officers,| formerly an officer of Browning 


have become associated with Blair | “Practical Techniques for Analyz-.. 
& Co., Inc., 135 South La Salle| img and Appraising Specific Is- 
Street. Both were fcrmerly offi- | Sues’ at the New Schoo] for So- : 








eften thinking they were wrong. And now, al- 
though his loyalty was with the Navy, he couldn’t | 
understand why orders from above were not | 
ebeyed. Whereupon our golf playing companion | 
went into a harangue against Louis Johnson, the Secretary of National | 


Carlisle Bargeron 


commanding officer. This fellow, to repeat, is not an Academy man, | 
but one who moved into the Navy a few years ago; to: talk with him, | 
the last thing in the world I considered him to be, was a dentist. 

Apparently, this was something he had long left, the practice | 
of dentistry. He had been to the War College. He had been a member | 
of the Policy Board to the extent that Operations 23 constituted that, | 
which he said it did instead of being a propaganda agency as some | 
columnists have said was just what it was. 

I think the episode is interesting by way of showing how intense 
the feeling in the Navy is. 

It is an interesting position for the American people to be caught} 
in. They are burning up, or so I hope, about taxes. Recent talks. on! 
a trip through Ohio, just casual talks, convince me that they really | 
are. They are spending some $15 billion annually on the military, | 
yet my Navy propagandist friend assures me that under the pending | 
Navy budget, the Navy will have less planes than it had before Pear] | 
Harbor. 


I told him that the American people were not in a position to! 
get wrought up about the respective appropriations for the Air Corps; | 
the Army and the Navy. But they did ilke the idea of military expen- 
ditures being cut down, which Truman and Johnson seem to be doing. | 
He pointed out cracks in this statement with considerable degree 
of accuracy. 

For one thing, Louis Johnson, a couple of months ago, announced | 
a drastic reduction in the Defense set-up’s public relations staff. He | 
announced he had fired, oh, so many men. They all ended up back | 
on the payroll, but as Johnson’s men. 


It is a fact that those of us who are Washington observers can’t 
take Mr. Johnson seriously. Perhaps we are wrong in this. Certainly 
a man who is trying to cut down on military expenditures, and| 


Heavens knows, they should be cut down, should have the plaudits 
of all the people. 

But in Washington, he doesn’t have those plaudits, notwithstand- | 
ing that Washington is FOR reduced military expenditures. We just 
don’t think that Louis Johnson, after all his fenagling, will bring 
these reductions about. 

This lack of confidence in Louis Johnson is true of semi-official 
Washington and it is true of Congress. 

Washington knows Louis Johnson very well. It remembers when 
he was here as Assistant Secretary of War under Harry Woodring 
and that he spent that time in undermining his superior. Senators! 


know that story, members of Congress know it. newspapermen know 
it. 


} 


So, it turns out to be a fact that one of the most important things 


in the country today is to cut down on the spending of the Military. 
But it is also a fact that that cutting on the part of Louis Johnson is 
suspect in Washington poliitcal circles. A feeling persists that he will 
not show good judgment, that he will just do a hit and miss job with 
a’ view to getting votes in 1952 and the assumption is that he is a 
candidate for the Presidency at that time. 

It is too had that this is true. Because, Heavens knows, the Mili- 
.tary’s spending. has got to be curtailed. Out of the fight between the 
Air Force and the Navy, the taxpayers may win. But at the same 


time we would be better able to decide or to understand this clash’ 
if there were someone other than Louis Johnson as Secretary of. 


National. Defense. He simply does not invite a confidence. 
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Nov. 15, 1949 (New York City) 
Association of Stock Exchange 
firms annual meeting and election Annual Convention of the Na- 
Dec. 4-9, 1949 (Hollywood, Filia.) tional Security Traders Associa- 
Investment Bankers Association ‘tion at the Cavalier Hotel. 


& Co. 


Bache & Co. Adds 


DETROIT, 
Defense. The things he said against the Secretary of National Defense | yartin has-been added to the staff 


are unprintable. He obviously had not the slightest respect for his| of Bache & Co., Penobscot Build- 


ing. 





cers of Scheuer & Co. and prior 
thereto were with Valiquet & Co. 








MICH.—James  F. 
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$30,000,000 


The Port of New York Authority 


Air Terminal Bonds | 
Second Series, 244% Due 1979 


(FIRST INSTALLMENT) 
Dated October 1, 1949 Due October 1, 1979 


Subject to redemption in whole or in part, at the option of the Port Authority, on thirty days’ notice, on interest payment 
dates as follows: at 103% beginning on October 1, 1954 and thereafter and on or before April 1, 1959; at 102% thereafter 
and on or before Agril 1, 1964; at 101% thereafter and on or before April 1, 1969; and at 100% thereafter to maturity. 


Payments will be made into the Air/Terminal Bonds, Second Series, Due 1979, Sinking Fund commencing in 
1959 at a rate which on a cumulative basis will be sufficient to'retire all Air Terminal Bonds, Second Series, by 
maturity. The monies in said Sinking Fund will be applied to the retirement of Air Terminal Bonds, Second 
Series, by purchase or call. 


The Bonds and the interest thereon, in the opinion of the General Counsel and the Bond Counsel of the Author- 
ity, are exempt under the Constitution of the United States, as ‘now in force, from any and all taxation (except 
estate, inheritance and gift taxes) now or hereafter imposed by the United States of America, unless the States 
of New York and New Jersey consent to such taxation. The Bonds and the interest thereon are exempt, in’ the 
opinion of said counsel from any and all taxation (except estate, inheritance and gift taxes) now or hereafter 


cial Research, 66 West Twelfth 
Street, on Thursday, Nov. 10 at 
5:20 p.m. Mr. Graham oe 
. lecturer in the course, “The In- 
With Barrett Herrick Co. | vestor Today,” given by A. Wil- 

SPRINGFIELD, ILL.—Florence | fred May, Executive Editor of the 
E. Emery has joined the staff of \“Commercial and Financial, 


~ a asiiS a) 
























| Annual Convention at the Holly- 


New York Security Dealers As- | 


be secured equally and ratably with 


certain other obligations of the Port 
Air Terminal Bonds. 


Cc. J. DEVINE & CO. 


BRAUN, BOSWORTH & CO. 
EASTMAN, DILLON & CO. 
BARR BROTHERS & CO. 


HORNBLOWER & WEEKS 


HIRSCH & CO. 











INCORPORATED 


November 3, 1949. 





imposed by the States of New York or New Jersey or by political subdivisions thereof. . 
Legal in the opinion of said counsel for investment in New York and New Jersey for state and municipal officers, 


banks and savings banks, insurance companies, trustees and other fiduciaries; and eligible for deposit with 
state or municipal officers or agencies for any purpose for which bonds of the States of New York 


These Air Terminal Bonds, Second Series, Due 1979, are direct and general obligations of the Authority forthe payment of the principal 
and interest of which the full faith and credit of the Authority are pl 


1a Guardia Airport, New York International Airport, Newark Airport and Teterboro Airport, and am ] ; 
velandall “ tate or in part through the medium of Air Terminal Bonds; (b) by a pledge of the General Reserye Fund of the Aucheay 
‘authorized by Chapter 5 of the Laws of New Jersey of 1931 and Chapter 48 of the Laws of New York of 1931,-as amended) equally wit 


Copies of the Official Statement of the Port Authority, dated October 26, 1949, regarding these Bonds and of 
the resolutions pursuant to which they are issued, may be obtained at the offices of the undersigned. 


These Bonds ave offered when, as and if issued and received by us and subject to the approval of Mr. Leander I. Shelly, General Counsel for The 
Port of New York Authority, and of Messrs. Wood, King & Dawson, Bond Counsel. In any State in which this announcement is 
"circulated, the above off ering is made by only such of the undersigned as are licensed dealers in such State. This 
announcement does not constitute an offering to sell these. securities in any State to any 
person to whom it is unlawful to make such an offering in such State. 


HALSEY,STUART&CO.Inc. DREXEL&CO. GLORE,FORGAN&CO. LADENBURG,THALMANNECO, 
BLAIR & CO., INC. 
BEAR, STEARNS& CO. DICK & MERLE-SMITH E.H. ROLLINS & SONS B.J. VAN INGEN & CO. INC. 


KEAN, TAYLOR & CO. 


Cc. F. CHILDS AND COMPANY 
WM. E. POLLOCK & CO., INC. 
WEEDEN & CO. 

INCORPORATED 
MACKEY, DUNN & CO. 


s ‘ , P 
——— SI 


and New Fersey may be deposited. 


edged. All Air Terminal Bonds, including t of the Second Series, will 
by"s — of the net revenues of 


all other Air Terminal Bonds heretofore or hereafter issued (a). edg 1 
facilities hereafter financed or 


Authority; and (c) by a pledge of the Air Terminal Reserve Fund established in connection with 


Price 96% and Accrued Interest 
To Yield About 2.67% To Maturity 


HAYDEN, STONE & CO. HALLGARTEN & CO. 
MERRILL LYNCH, PIERCE, FENNER & BEANE COFF In | & BURR 

A. C. ALLYN AND COMPANY BOLAND, SAFFIN & CO. 
OTIS&CO. SWISS AMERICAN CORPORATION 


(INCORPORATED) 


SCHOELLKOPF, HUTTON & POMEROY, INC. STROUD & COMPANY 
LAURENCE M. MARKS & CO. BACHE & CO. 


AMERICAN SECURITIES CORPORATION IRA HAUPT & CO. 
FRANCIS |. duPONT & CO. GREEN, ELLIS & ANDERSON 
TRIPP & CO. G. H. WALKER & Co. 
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Britain’s Economic Crisis 


By BARBARA WARD* 


Foreign Editor, The “Economist” of London 
Member, Board of Governors, B.B.C. 


British publicist states Britain’s problems consist of inflation stemming from trying to de too much 
with her natural resources, and from devoting too much thought to sharing wealth imstead of producing 


it; and taxation levels which are acting as disincentives. Says nation 


relate output and reward. Calls for ending of obsolescence in managerial techniques. Concludes “pivot” 
of British and European future lies im expansion of U. S. production and national mcome. Expects 


10-year wait for full convertibility. 


I should like to talk about our problem in relation to the wide question of the dollar gap 
and the wider question of world order, so that we can look at it not altogether in isolation. 


Surely the thing that is most 
under the 
pressure 
of the men in 





significant aboit where we ar 
> — — 


and one or two others, there is, 
hardly a nation in the world) 


the Kremlin which does not face a gap in the | 
and under the balance of payments to the United | 
pressure, too, States; and as far as you can say 


a problem is worldwide, this one | 
certainly is. And so in beginning | 
with Britain, it is not that I think | 
Britain is alone in facing this 
question, but we perhaps have it 
in the most acute form. 


The U. S. Recession 


One reason why we have been 
so hit, I think, this year in Britain 
by the ‘problem of the dollar gap | 
is that to some extent in the 
course of 1948 and early 1949 we 
had begun to hope we could meet | 
it by an expansion of trade and 
by an expansion of sales over and | 
above what we were receiving | 
under Marshall Aid, and it was) 
precisely that section, the section 
of earnings which were generally | 
got by trade, which was affected | 
by your own slight recession in 
the spring. And by a paradox, 
those nations that had gone fur- 


of grave eco- 
nomic crises, 
we.do have to 
consider our 
problems as a 
unity. We do 
have to hold 
together. 
And I do not 
think there is 
much use in 
trying to pick 
out one aspect 
of our problem, and just study) 
that and have no relation with the 
wider aspect of affairs. 

And the dollar gap, which is the 
werst headache, the worst prob- 


lem, facing my country, is not, of 
course, confined to it. I think, 
with the exception of Switzerland 





Barbara Ward 








*An address by Miss Ward be- 
fore the New York State Chamber 
of Commerce on Nov. 3, 1949. 
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This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer 
to buy, any of such Shares. The offering is made ouly by the Prospectus. 
4 


725,567 Shares 
Central and South West Corporation 


Common Stock 
(Par value $5 per share) 


Rights, evidenced by Subscription Warrants, to subscribe for these shares have 
been issued by the Company to holders af its Commen Stock, which rights 
expire November 18, 1949- as more fully set forthin the Prospectus. 


Subscription Price to Warrant Holders 
$12.875 per share 


During the subscription period, the several Underwriters, including the undersigned, may 
offer and sci] shares of Common Stock including shares purchased or to be purchased by 
them through the exercise of Subscription Warrants, at prices not less than the Subscription 
Price set forth above less any concession to dealers and not greater than the then current 
offering price on the New York Stock Exchange plus an amount equal to Stock Exchange 
brokerage commissions. 


Copies of the Prospectus may be obtained from the undersigned only by persons to whom 

the undersigned may legally offer these securilies under applicable securities laws. 
Biyth & Co., Inc. Smith, Barney & Co. Harriman Rivlev & Co. 
Gipre; Forgan & Co.  W.C. Langley & Co. Stone & Webster Securities Corporation 
Clark, Dodge & Co. Drexel & Co. W.E Hutton & Co. 
F S. Moseley & Co. Adamex Securities Corperation Baker, Weeks & Harden 
Beenning & Co. Brooke & Co. Alex. Brown & Sons Dominick & Dominick 
The Milwaukee Company Maynard H. Murch & Co. Russ & C-mrany 
Simman, Agnew & Co.  Williom R.Stasts Co. | Stroud & Company  Sutre & Co. 
Swiss American Corporation Tucker, Anthony & Co. G. H. Walker & Co. 
Whiting, Weeks & Stubbs Richard W. Clarke Corporation Paul H. Davis & Co. 
Dittmar & Company Kebbon, McCormick & Co. Mason, Moran & Co. 
R. W. Pressprich & Co. J. R. Williston & Co. Bosworth, Sullivan & Company 


Cooley & Company Cruttenden & Co. Dempsey-Tegeler & Co. Doyle, O’Conner & Co. 


Incorporated 


Elkins, Morris & Co. Fahey, Clark & Co. ‘Ferris & Company Henry Herrman & Co. 
Kay, Richards & Co. Lester & Co. Pacific Company of California Putnam & Co. 
Chas. W. Scranton & Co. Yarnall & Co. Brush, Slocumb & Co. 
R. S. Dickson & C ‘ompany Francis |. duPont & Co. Elworthy & Co. 
Figst Calitorma Company Goodwyn & Olds J. J. B. Hilliard & Son 
Lawson, Levy & Williams Mackall & Coe The Marshall Company 
A, E. Masten & Company Moroney, Beissner & Co. Newhard, Cook & Co. 
Reinholdt & Gardner Schwabacher & Co. Henry F. Swift & Co. 
Texas National Corporation Wulff, Hansen & Co. Wurts, Dulles & Co. 

November 4, 1949 
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_are not all ones over which we 


like to begin with the first reason, 


must cut down expenditures and 


e now is the extent to which. 
ther in expanding their trade were 
those who, temporarily at least, 
were most hit; whereas those na- 
tions that were still relying 
mainly on Marshall Aid did not 
fee] the same repercussion. 
Beginning with Britain’s dollar 
gap, which at present is running, 
I suppose, at over one billion-two 
to three hundred thousand—the 
reasons for it are complex, One 
of our troubles in dealing with 
them is that the reasons come at 
us from different angles, and they 
rave complete control. I should 
which I think we could very defi- 
nitely solve if we put our minds 
to it, and it is a set of economic 
circumstances which do not de- 
pend upon international setting, 
but depend very largely upon our 
own policies in Great Britain. I 
think this can be summed up by 
the general problem of the infla- 
tion of the British economy. That 
inflation comes, of course, from a 
number of reasons, but I suppose 
it can be summed up, like every 
other inflation, by saying that we 
have tried to get a gallon of re- 
sults out of a pint pot of effort, 
and we have tried to do too much 
with our national resources, and 
we have, I think, devoted more 
thought to the sharing of the 
wealth than to the actual produc- 
tion of it and expansion of it. And 
if ever there was a time in our 
history when the recreation of 
wealth should have been our main 
thought and our main concern, it 
certainly was in these four years 
| since the war. 


| Tremendous Pressure for Welfare 


| There are a number of reasons 
| why we have tried to do too much 
with our national income. The 
first is the long-delayed and long 
pent-up demands of the working 
class and of the trade unions for 
a bigger share in the nationa’ 
economy. They had _ believed 
themselves, over 30 and 40 years 
excluded from a fair share of what 
| was being produced, and they re- 
_garded the first Labor Govern- 












| ment with a working majority to 


of these interests. Therefore, 
ees was a tremendous pressure 


for an increase in all manner of| 
social services, for some increase| |, 


|in wages, though that has been to 
|/some extent checked by the reali- 
zation of the severeness of the 
|economic position; but above all 
|for a greater sharing, through 
| high taxation, of what was pro- 
| duced in the country. 

That illusion was to some ex- 
| tent understandable in that before 
'the war never was there any- 
| where nearly equitable distribu- 
'tion of what was produced. Nor 
|could you get out of the heads of 


_either union leaders or of labor | © - 
since be- | tioned his plans, h 
|'tween the wars there were two/|that a member firm may per 
un-| this type of service for its clients. 


his- 


|'eaders the idea that, 


‘and three million people 
| employed and ae long 


| be in a special sense the custodian | 





Dealer-Broker Investment 


Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 








feuthern Pacifie Co. 
Chemical Co. 





How to Save Money on Your 
Accounting—20-page booklet de- 
scribing mechanized accounting— 
National Cash Register Co., Day- 
ton 9, Ohio. 


and Sun 





Diced Cream of America Co.— 
Analysis for dealers only—Wal- 
ston, Hoffman & Goodwin, 265 
Montgomery St., San Francisco 4, 





Investment Significance of De- 








valuation—in November issue of | Calif. 
“Monthly Stock Digest” — G. A. . 
Saxton & Co., Inc., 70 Pine Street,| Keystone Steel & Wire Co.— 


Special report—ask for Report A- 
21—-Paul H. Davis & Co., 10 South 
|La Salle Street, Chicago 3, Ill. 


New York 5, N. Y. 
Also available is data on Citi- 
zens Uitilities Co. 








MeDonnell Aircraft Corporation 
—Analysis — Eastman, Dillon & 
Co., 15 Broad Street, New York 5, 
eA 

Also available are analyses on 
|Middle South Utilities, Inc. and 
Warner Bros. Pictures. 


Over - the - Counter Industrial 
Stock Index — Booklet recording 
16-year performance of 35 indus- 
trial stocks—National Quotation 
Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 








Share Prices on “Cost of Liv- 
ing” Basis—Memorandum—Fran- 
cis I. du Pont & Co., 1 Wall Street, 
New Yorx 5, N. Y. 


New England Public Service— 
New Study-—Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 








Niagara Mohawk Power Corpe- 
ration — Analysis — Geyer & Co., 
Inc., 63 Wall Street, New York 
5, N. Y. 


Short Term Considerations vs. 
Long Term Judgment — Minsch, 
Monell & Co., 115 Broadway, New 
York 6, N. Y. 








Niagara Mohawk Power — An- 
alysis — Josepthal & Co., 120 
Broadway, New York 5, N. Y. 


Television—Special study of the 
industry—Bache & Co., 36 Wall 
Street, New York 5, N. Y. 








Sioux City Gas & Electric Co.— 
Iowa Public Service Co.—Circular 
‘ - Kebbon, McCormick & Co., 231 
60 Beaver ‘% woe bP 4, N. ¥.| South La Salle Street, Chicago 4, 

| Til. 

American Phenolics Cor p.— 
Analysis—Cohu & Co., 1 Wall! Texas Utilities Company — Re- 
Street, New York 5, N. Y. Also port—Goodbody & Co., 115 Broad- 
available is a study of Speer Car- | way, New York 6, N. Y. 
bon Company. | Transamercia Corporation— 
| Study—Paine, Webber, Jackson & 
| Curtis, 25 Broad Street New York 

a, Bee Us 





Utility Industry — Analysis of 
current trends—H. Hentz & Co., 








Central Public Utility Corp.— 
Card Memorandum—F. S. Yantis 
& Co., 135 South La Salle Street, 
Chicago 3, IIl. 





United Gas Corp. — Circular— 
DeHaven & Townsend. Crouter & 
Bodine, Packard Building, Phila- 
delphia 2, Pa. 





Colombia Bolivia—New study— | 
Zippin & Co., 208 South La Salle | 
Street, Chicago 4, Ill. 








Yuba Consolidated Gold Fields 

Commercial Solvents Corp.— |—Analysis — Ernest E. Blum, 
Circular—Fahnestock & Co., 65) Trading Dept., Brush, Slocumb & 
Broadway, New York 6, N. Y.|Co., 1 Montgomery Street, San 
Also available are circulars on | Francisco 4, Calif. 


- Stanley Heller & Co. Announces Formation of 
Stockholder Relations Department 


formation of a Department of Stockholder Relations Coun- 
sel was announced yesterday by Stanley Heller, senior partner of 
Stanley Heller & Co., the first New York Stock Exchange Member 
house to engage in this field of public service. Mr. Heller stated that 


the Board of ®@———— ~---——— ; ; 
eet of; “That there is great need for 


the Exchange | this nature of service has been 
had given its| recognized by the entire financial 
approval for | community.” said Mr. Heller. 
the new de-|‘“Through its own soundly based 
partment, The | Program of education and public 
news was| relations, the New York Stock 
made known|Exchange long ago assumed a 
at a press| leadership in directing the public’s 
conference in| thinking toward the investment of 

| spare capital in corporate securi-— 


the brokerage | 
firm’s offices, | ties. The Exchange’s program 





The 


| 
| § 
| 4 
| 





at 30 Pinej|could not, for obvious reasons, 
| Street. |perform special service for any 
Mr. Heller| one industry or any single corpo- 


ex pressed|ration. It is reasonable, however, 
| Stanley Heller gratification | that an individual member house 

that the Ex-| Should engage in specific counsel 
having sanc-|service for corporations, beyond 
ad recognized|the point where the Exchange’s 
form | Program must remain general in 
|its nature. 


“That has been our matured 


|change Governors, 


“This kind of education is the 


'tory in the distressed areas of| responsibility of management it-| opinion and we are happy to have 


|permanent unemployment 


and_|self,” 
|no production—that the problem | always has been our belief that a 
of producing wealth was not really |stock exchange house, with 


Mr. Heller declared. 


“It| had the Exchange’s approval. If 
|we seem to be pioneering, as the 


its 


the chief one. The general feeling | specialized knowledge and expe- |first member house to undertake 


|was, “Well, the wealth will be|rience, is particularly well 


produced if we mean to produce | equipped, as a responsible mem-| 
it, and we need not devote much! ber of the country’s vast invest- 
time or thought to what are the| ment community, 
mainsprings of productive wealth. 
(Continued on page 38) 


'such a service, we have approached 
the job with the faith that it will 
it in st hen- 
to guide and| be of great benefit in s rengt 
‘ceunsel industry in doing its job | '™g public participation in corpo- 
\fairly and correctly. ‘ration ownership.” 
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Stimulating Capital Markets 


By EMIL SCHRAM* 


President, the New York Stock Exchange 


Mr. Schram, noting that of the $102 billion of new money placed in industry during last eight years, 

barely more than 5% came from stock issues, advocates easing of Federal tax laws to promote invest- 

ment of venture capital. Advocates passage of Lynch Bill, repealing wartime excise taxes and reducing 
taxes on dividends, and says further lending by Reconstruction Finance Corporation should cease. 


This year California is celebrating the discovery of gold in 1849, a wonderful story 
of adventure and victory over the most discouraging odds. I would not detract from Cali- 


fornia’s celebration. The hero 


that period in 
the develop- 
ment of this 
country are an 
inspiring part 
of our history. 
However, 
since I happen 
to be in Mil- 
waukee at the 
moment, I 
cannot forget 
that it is also 
a century 
Bince your 
city’s best- 
known indus- 
try was estab- 
lished on a 
firm footing, largely by Europeans 
who were finding a different kind 
of gold in the rugged, vigorous 
environment of Wisconsin and the 
port of Milwaukee, It, too, is a, 
great story of people of ind& 
pendence, loving liberty, bringing 
with them the best of European 
culture to develop a crude town. 
They founded businesses which 
are known throughout the 
breadth and width of the land, and 
whose products are justly famous 
for quality. The tradition of the 
founding fathers has been main- 
tained. 

The history of the brewing 
companies illustrates in many re- 
spects the economic and financial 
development of the United States. 
Family affairs at the beginning, 
their growth was financed largely 
through retained earnings. One 





Emil Schram 


in dividends. Several 
made this quite in order. As the 
company’s historian has observed, 
steckholdings were confined 


strictly a family affair, and busi- 
ness problems could be settled at 
the dinner table,’ as they un- 
doubtedly were. 

Capital had not been raised 
publicly at that time. Very few 
industrial companies in that early 
period had raised funds through 
the sale of securities to the public. 
Capital was scarce. The United 
States, you--will recall, -was a 
debtor nation until after 1914. 
Expansion of industry went on 
because no large part—indeed, no 
part—of earnings was divided 
with the Treasury of the Federal 
Government. Bank borrowings 
assisted in meeting seasonal de- 
mands. In all likelihood, pe- 
riodic extension of loans furnished 
the equivalent of term loans in 
present financial practice. For a 
capital-poor country without wide 
distribution of business ownership, 
‘and at a time when most enter- 
prises were individual proprietor- 
ships, or partnerships, the pattern 
was satisfactory. The pattern of 


the 19th century economy, al-| porations in the second quarter of 
though entirely unsuited to the) 1949 


economy of the world’s 


ing. 


Sources of New Capital 


<¢ 


$35,000,000,000. Together the 





- - > | used up. 
of the major companies in a 12-) that there is no necessary rela- 
year period earned approximately | tionship between retained earn- 
$2,400,000 and paid only $358,000) ings and 


factors | business for improvement and ex- 


, t0| available through the capital 
the family, and “management was| markets, tapping the vast savings 


of the community. 


‘which will need assistance most 








great | those for the corresponding quar- 
creditor nation, has been return-/ter of last year, dividend pay-| 








creation of corporate debt; was 
much smaller ‘and amounted to 


money raised by the sale of debt 
securities and through other loans, 
plus the reinvestment of earnings, 
amounted to $97,000,000,000 out of 
the total of $102,000,000,000. Pre- 
ferred stock issues accounted for 
$2,600,000,000. Finally, proceeds 
from the sale of common stocks 
provided only $2,400,000,00¢@ in 
this entire period, or barely more 
than 2% of all the funds used. 


Various implications may be 
drawn from these figures. I find 
they anything but comforting. 
For one thing, the amount of debt 
created at high prices has been 
exceedingly large. While the debt 
on the wnole bears a low interest 
charge, the principal sums bor- 
rowed must be repaid and if the 
commodity price level is lower 
than in the years when the money 
was borrowed, as has been true 
of most earlier periods when debt 
ereation was heavy, the strain will 
be much more burdensome than 
indicated by the rate of interest 
alone. Industries that have to 
borrow heavily are not in a po- 
sition freely to reduce prices 
because of the pressure to keep 
earnings at a level that will en- 
able them to accelerate debt 
reduction. Part of the undis- 
tributed earnings was needed in 
the business merely to replace the 
physical volume of ‘mventory 
No one has to be told 


the requirements of 


pansion. A steady flow of funds 
when they are needed should be 


Recent strength in the stock 
market has been noteworthy for 
one fact missed by most commen- 
tators, namely, the concentration 
of buoyancy principally in the 
stocks of the larger companies. 
They have had the most favorable 
earnings and have been in a posi- 
tion to take favorable dividend 
action, The small and medium- 
sized enterprise is hit hardest by 
the reluctance of savings to as- 
sume all of the risks of ownership 
and the burdens of present taxa- 
tion. Yet it is these businesses 


urgently. Accompanying the fig- 
ures compiled by the Securities 
and Exchange Commission and 
the Federal Trade Commission of 
the earnings and financial position 
of manufacturing corporations. 
second quarter of 1949, are these 
significant statements: 


“It should be noted that while 
profits for all manufacturing cor- | 


were substantially below 


ism displayed in the gold rush or the picturesque phases of 


this disturbing remark was made, 
and I quote: 


“Except for corporations with 
less than $250,000 in assets all of 
the size classes of corporations 
showed increases in liquidity 
ratios over the first six months of 
last year.” 

I am concerned over the capital 
needs of the large number of 
smalii- and medium-sized busi- 
nesses which are in a less fa- 
vored position than the better 
known companies whose securities 
happen to be listed on the New 
York Stock Exchange or other 
national securities exchanges. 
Even some of these companies 
have had to raise equity funds in 
recent months on a dividend basis 
of 7 to 8%. For many other en- 
terprises, additions to equity cap- 
ital are simply out of the question. 


The most serious misgiving I 
have is that it may be necessary 
for business to sell additional 
common stock just when un- 
distributed profits have dwindled 
because of a drop in earnings and 
at the time when the equity mar- 
kets would be most depressed. 
Undistributed earnings have al- 
ready dropped from an annual 
rate of $14,300,000,000 in the third 
quarter of 1948 to $6,400,000,000 or 
less than half that figure in the 


third quarter of 1949. Another 
factor is that the aggregate 
figures are often very de- 
ceptive. The company. which 


has borrowed m@ney and is in the 
debtor column may not be the 
company with the large undis- 
tributed earnings. Doubt over the 
ability to finance through the 
capital markets, in my opinion, is 


one of the underlying reasons for | 


the retention of over 60% of re; 
ported earnings both in 1947 and 
1948. 

The Joint Committee on the 
Economic Report in a. recent 
study entitled, “Factors Affecting 
Volume and Stability of Private 
Investment,” makes a number of 
comments with which I cannot go 
along entirely, but they raise 


some interesting points. The 
Committee and I quote: , 
“The fact that corporate di- 
rectors have progressively favored 
wholesale retention of earnings 
means that investment decisions 
formerly made by the owners of 
substantial funds or by individual 
capitalists in their own right now 
become the decisions of corporate 
directors. In many cases this may 
involve little change in the group 
making the decisions. Those who 
directed the flow of venture cap- 
ital as Owners May now control 
investment flow as corporate di- 
rectors. In other instances, how- 
ever, where control and owner- 
ship are divorced, the process of 
making investment decisions may 
be entirely out of the hands of the 
owners, The private property 
atom has been split.” 

The writers might have placed 
their fingers on the immediate 
real trouble, which is the condi- 
tion of the equity capital market, 
or the ultimate. basic difficulty, 
the tax structure, 


The Present Tax System 


I want you to journey with me 
into the fairyland of contradic- 
tions to which the present tax 
“system” is leading. Had anyone 
told you that a public utility com- 
mission would turn down an 
application for the issuance of 
common capital stock and insist 
on the issuance of debt securities 
you, as men experienced in busi- 
ness affairs, would be astonished 
or incredulous. Yet, when the 
ramifications of taxation are con- 
sidered, the result does not seem 
to be so far-fetched. It only 
serves to show the strange effects 
of a tax structure that is funda- 
mentally unsound in principle and 
therefore in practice leads down 
strange pathways. 


The New Jersey Bell Telephone 
Company filed an application with 
the Board of Public Utility Com- 
missioners of the State of New 
Jersey last May, requesting ap- 
proval of the issuance of 400,000 
shares of $100 par value common 
stock with a total par value of 
$40,000,000. New Jersey Bell pro- 
posed to sell the entire issue to its 
parent, American Telephone & 
Telegraph Company, at a price 
equal to the par value thereof. A 
simpler transaction would be hard 
to. imagine. We have all heard 
criticism by regulatory authorities 
of.the issuance of debt securities 
and also of preferred stock. It 
would not occur to anyone that 
common stock money would have 
difficulties. One can no longer 





say there is nothing new under 
the sun when a regulatory body 


turns down a common stock and 
indicates its preference for a debt 
security. ‘ 

The Commission, in its findings, 
examined the capital structure 
which would result if the com- 
Ppany’s request was granted. .It 
found that New Jersey Bell would 
have $55,000,000 of 3%% deben- 
tures and $207,000,000 of common 


‘stock and surplus, or 21% debt 


and 79% equity. Interest pay- 
ments would be $1,718,750 annu- 
ally. Now, says the Commission, 
suppose New Jersey Bell should 
undertake the present financing 
by an issue of debt securities 
rather than by an issue of equity 
securities. Its percentage of debt 
would be increased to 36% and 
annual interest requirements, 
assuming the new debt could be 
issued with the same coupon rate 
as carried by the outstanding de- 
bentures, would become $2,968,- 
750. The Commission then pro- 
ceeds to say that the tax effeet 
under Federal] statutes of issuing 
securities “is of importance in 
reaching our decision.” Because 
interest is an allowable deduction 
in computing taxable income, 
operating expenses would be re- 
duced from 5%, the current divi- 
dend rate on New Jersey Bell 
common stock, to 3%%, whieh 
in dollars amounts. to $750,000 
annually. It doesn’t seem to make 
sense. 

I am not being critical of the 
New Jersey Commission, I am 
merely directing attention to: the 
consequences of our tax structure. 
Certainly, no tax expert or 
student of finance ever anticipated 
that corporate income taxes would 
work against equity funds. The 
origins of Federal incomer taxes 
establish this beyond any: doubt. 
We have drifted into the present 
situation by degrees and aremnow 
caught on the horns of a dilemma 
from which we can emerge only 
by decisive action. 


No Need for Reconstruction 
Finance Corporation 


Elsewhere I have discussed an- 
other strange chapter in current 
finance. My reference to the Reé- 
construction Finance Corporation 
is not in any way personal or an 
indictment of the present: offi- 
cials. As mature beings, we all 
know that organizations have a 
certain momentum and hang-on- 
to-it spirit. It is rare’ for: the: 
heads of any institution to:appre- 
ciate why its activities shouldebe 
curtailed. The facts, nevertheless, 
deserve close examination, 

As I see it, government had to 
take steps in the early thirties to 





(Continued on page 41) 
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ments increased approximately 
5%. This increase, however, was | 
entirely accounted for by the 


The whole economic machine | corporations with assets of $100,- | 
made up of all corporations in all | 000,000 or more, the smaller-size | 


types of industry used 


the years 1940 to 1948. Out of this 


total, retained corporate earnings | tuated, 


amounted to $62,000,000,000. 
second 





about | classes all 
$102,000,000,000 of new money in| clines.” 


} 
J 


| 


showing minor de- | 


This trend appears to be accen- | 
judging by the third-| 


The | quarter reports that I have been | 
largest source of funds, | noting in the press. 


Again quot- 
ing from the government sources 


*An address by Mr. Schram at|I have mentioned, in discussing 


the 20th Annual Meeting of the | the 


Wisconsin State Chamber of Ccm- 


improved liquid position; 
namely, the. ratio of cash and | 


merce, Milwaukee, Wis., Nov. 7, | equivalent to current liabilities, of | 
1949. 





all manufacturing corporations, | 





White, Weld & Co. 


November 10,1949 





Blyth & Co., Inc. 


This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer to buy, 
any of such Shares. The offering is made only by the Prospectus. 


30,000 Shares 


Central Maine Power Company 
Preferred Stock 4.60% Series 


$100 par value 


Price $102.22 per share 


(plus accrued dividends from October 1, 1949) 


Copies of the Prospectus may be obtained from the undersigned only by persons to whom 
the undersigned may legally offer these securities under applicable securities laws. 


W.E. Hutton & Co. 


Kidder, Peabody & Co. 
R.W. Pressprich & Co. 
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|ended Oct. 8, 1949, were $126,-| Laurel, Miss., for five months, 
802,888, a 105% increase over the Masonite Corp., Chicago, ended its! 
$114,736,566 for the same period | 1949 fiscal year Aug. 31 with net! 
in 1948. profits of $2,688,886, equal to $4.14 | 
National Tea Co. for the four) per common share on the average share. 
weeks ended Oct. 8, 1949, reported| number of shares outstanding. % % % 
sales of $20,990,894, compared with | Net sales amounted to $22,778,372. | The net income of § Lindsay 
| $21,017,537 for the same period In the previous fiscal year, when Light & Chemical Co., West Chi- 
‘| last year, and $20,437,124 for the net sales totaled $36,472,950, net! cago, for the nine months ended 
|four weeks ended Sept. 10, 1949. | profit was $7,027,335, or $11.71 per! Sept. 30, 1949, after depreciation 
is) For the 40 weeks ended Oct. 8,! share. |}and provision for Federal income 
Co.. I Chi | 1949, sales were $206,846,292, as 7 ° wo taxes, amounted to $266,377 equal 
Leason & Co., Inc., na vy against $205,085,666 for the cor- The following Illinois bankers | to $4.22 per share on the common 
Oct. 19 offered to =~ poe at * responding 40 weeks in 1948. participated in the public offer- | stock after payment of preferred 
| Bar.enare goer =— y 4 ty f ° = “ ing on Nov. 3 of 300,000 shares’ dividends. This compares with a 
ee Soe cen Ol G . ne oe International Harvester Co. of Interstate Power Co. common net income of $314,515, or $5.02 
eneirt pee. § 7 rege “ided | on Jan. 16, next, will pay a _ stock (par $3,50) at $8.25 per | per common share for the corre- 
Bb ongenaar iy pe ital’ ‘The ail tives | special dividend of 40 cents per share. A. C. Allyn & Co., Inc., | sponding period of last year. 
| which a ten Lared offices at 39. share in addition to its regular Central Republic Co. (Inc.), H. | e777 es. 9 
So. La Salle St.. owns 104,790.71 | quarterly dividend of 35 cents M. Byllesby & Co. (Inc.), Far- 
: p P .<| per share on the common stock well, Chapman & Co., Sills, 


acres, more or less, of oil and gas | . ra 
leases. all loentell in the State of| to holders of record Dec. 15, Fairman & Harris, Inc., and 


10 (1862) 


Thursday, November 10, 1949” 





on Oct. 18 an issue of 100,000 
shares of common stock (par 
$10) of The Empire District 
Electric Co. at $17.12% per 


Illinois Brevities 


The offering to common stockholders of Illinois Power Co. of 
record Oct. 20, 1949, of 239,601 additional shares of common stock | 
(no par value) at $31.50 per share was underwrtiten by a group) 
of underwriters which includde, among others, the following Illinois 
bankers: A. G. Becker & Co. Inc.,¢———________—_—_ 
Glore, Forgan & Co., A. C. Allyn, cents on May 16 and six cents 
& Co., Inc., Harris, Hall & Co. on Aug. 15, 
(Inc.), Bacon, Whipple & Co., Wil- * 
jiam Blair & Co., H. M. Byllesby 
& Co. (Inc.), Farwell, Chapman 
& Co., The Illinois Co., Julien Col- 
fins & Co., and Hurd Clegg & Co. 
Gatter of Champaign). The net 
proceeds are to be used for the 
payment of short term bank loans 
made for financing construction 
expenditures and the balance for 
mew construction. Net income of 
the utility firm for the eight 


Consolidated net income of 
Commonwealth Edison Co., Chi- 


cago, for the first nine months 
The net 


months ended Aug. 31, 1949, atter| Wyoming, and is presently en- 


charges and income 


taxes, gaged 


in the administration of 


amounted to $4,713,646. For the| these leases for the future devel-| 
calendar year 1948, net totaled $6,- | opment and production of oil and 


060,579, against $5,317,879 for 1947. gas. 


a % a 
Halsey, Stuart & Co. 
headed three groups of under- 
writers who publicly offered (1) 


Inc. | 


on Oct. 13 $4,300,000 Erie RR. 
1% % serial equipment trust cer- | 


tificates at prices to yield 1.20% 
to 2.20%, according to maturity; 
(2) on Oct. 17 $3,975,000 North- 


ern Pacific Ry. 2'4% equipment | 


trust certificates at prices to | 


% % % 

Net income of Central Illinois 
Eleetric & Gas Co. after all 
charges and income taxes for 
the 12 menths ended Sept. 30, 
1949, totaled $1,394,038, equal to 
$2.20 per common share after 
preferred dividend requirements. 
This compares with a net of 
$1,346,173, or $2.11 per common 
share, for the preceding 12 


| 
| 
| 


1949. The previous special was 
one of 30 cents on Jan. 15, last. 
Central Illinois Public Service 
Co. for the three months ended 
Sept. 30, 1949 reported that net 
profit after all charges and Fed- 


eral income taxes were $1,124,750, 
and for the first nine months of | 


this year net was $4,787,221 which 


compares with $914,926 and $4,-" 


Mullaney, Wells & Co. 
proceeds are to be applied 
toward payment of part of the 
costs of the construction pro- 
gram. The utility firm is pay- 
ing cash dividends of 15 cents 
per share each quarter, the next 
payment to be made on Dec. 20. 


Marshall Field & Co. for the 


quarter ended Sept. 30, 1949 re- 


451,574, respectively, in the same) ported net sales of $45,359,012 and 


periods of last year. 


Central Republic Co. (Inc.) 
and Blunt Ellis & Simmons par- 
ticipated, together with others, 


net income after charges and taxes | 
of $1,612,404, equal to 75 cents per | 
common share, 


which compares 


of 1949 amounted to $21,888,181 
or $1.59 per share, which com- 
pares with a net of $18,135,273, 
or $1.32 per share, for the same 
period in 1948. For the 12 
months ended Sept. 30, 1949, 
earnings per share were $2.04 
compared with $1.73 for the 
preceding 12-month period. 
Standard Forgings Corp., Chi- 
cago, reports a net profit of $589,- 
143 for the nine months ended 
Sept. 30, 1949, equivalent to $2.21 
| per share on 266,000 shares of $1 


‘with sales of $49,545,625 and net par value common stock outstand- 


months’ period. |profit of $2,562,813, or $1.24 per ing, compared with a net of $650, 
‘common share, for the corre-| 860, or $2.45 per share in the 
| sponding period of last year. For | same period last year. Net sales 
‘the first nine months of this year, | totaled $11,275,364, against $9,768,- 
'net sales totaled $138,148,015 and | 802 for the first nine months of 
net profit amounted to $3,419,092, 1948, while for the third quarter 
ween $1.51 per common share, as| they were $2,981,630, which com- 
a ~ the aap of in-| against sales of $150,298,875 and | pares with $4,147,734 in the second 
i i ‘ect | and 4,000 shares of common stock, | V°Stment bankers who on Oct. 19) net profit of $7,257,336, or $3.49 | quarter of this year and $2,977,019 
sate er thd Seadntsdeestiies || par $1, to be offered in units of publicly offered 250,000 shares of | per common share, for the nine|in the three months ended Sept. 
apa peblicly offered on Oct., one share of common stock and | rae ong Service Electric & Gas Co.| months ended Sept. 30, 1948. 30, 1948. Roy W. Clansky, Presi- 
bn ss (corp etn preyed bata | wo darts Gf daunetin tbh ot .08% cumulative preferred stock | . a dent, stated that the backlog of 


/ b ‘ : | (par $100) at $102 per share and orders at the present time is 
est, the net interest to be used to, $102 per. unit by Sterling, Grace | slighily in excess of $4,500,000. 


yield 1.20% to paws psig | en. i 
ty; and on Oct. | vs 7 
cetesdumenan’ sesduone. Pacific Barclay Oil Co., Inc., Mt. Car- 
Co; 24% equipment trust certi- | mel, on Oct. 15 filed a letter of 
ficates. at prices to yield 1.20% (notification with the Securities 
toe 2.50%, according to maturity. | and Exchange Commission cover- 

— Ta ing 2,000 shares of nonconvertible | 


An issue of $10,000.00 lowa-Il-| preferred stock, $100 par value, | 


in the public offering on Oct. 21 
of $40,000,000 Indinapeolis Power 
& Light Co. first mortgage 2%% 
bonds, due Oct. 1, 1979, at 
102.125% and accrued interest. 





The offering of 148,155 shares 
of Utah Power & Light Co. 
common. steck, witheut par 
value, to its common stockhold- 
ers at $23.50 per share was un- 
derwritten by a group of 
investment bankers which in- 
cluded, ameng others, A. C. 
Allyn & Co., Ine. and Blunt 
Ellis & Simmons. Of these 
shares, 49,932 were subscribed 


finance in part the construction | & Co. of New York City. An ad-| Swtnapliininaadatabehinenst aoe: 
and acquisition of additional prop- ditional 2,000 shares of common | Allyn & Co ina A.G clans & 
erty. The outstanding common, stock will be subscribed for DY | Go Inc.. Central Republic Co | 
shares of this company will be) the underwriters at par. The net | (Inc.) Harris Hall Co (Inc 
distributed about the middle of proceeds are to be used to acquire | Bacon Whi ple & Co Willian, 
1950 to the common shareholders oil leases and drill wells. 'Blair & Co. Blunt Ellis & Sim_ 
of The United Light & Railways z 7 | mons, Julien Collins & Co. “The 
Sinead teianidetings Tae town tili- | Iilinois Co. and Kebbon, McCor- 
nois Company is engaged princi- | | mick & Co. h 


Net profits of Poor & Co., 
Chicago, after taxes, for the 
three, nine and 12 months ended 
Sept. 30, 1949, amounted to 
$119,000, $1,023,000 and $1,543,- 
000, respectively, which com- 
pares with $331,000, $1,008,000 
and $1,253,000, respectively, for 


The offering by American Gas 
& Electric Co. of 498,081 shares 
of its common stock (par $10) 


pally in the business of generat- 
ing, transmitting, distributing and 


selling electric energy and distrib- | 


uting and selling natural gas. 
Electric energy is distributed in 
Rock Island, Moline and East Mo- 
line, Ill, and Davenport, Fort 
Dodge and lowa City, lowa, and 
in portions of surrounding terri- 


| 


} 
| 


to its common stockholders of 
record Oct. 7, 1949, at $44.75 per 
share, was underwritten by a 
group of underwriters, includ- 
ing, among others, A. C. Allyn 
& Co., Inc.; Ames, Emerich & 
Co., Inc.; A. G. Becker & Co. 
Inc.; Blunt Ellis & Simmons; 
Central Republic Co. (Inc.); 


A. C. Allyn & Co., Inc. Chi- 
cago, together with Kuhn, Loeb 
& Co. and Union Securities 
Corp. of New York City, on Oct. 
20 publicly offered an issue of 
$15,000,000 Duquesne Light Co. 
first mortgage 2%% bends, due 
Oct. 1, 1979, at 100.52% and ac- 


for on the exercise of subscrip- 
tion warrants which expired on 
Oct. 5, 1949. 


Consolidated. net income 


Household Finance Corp. and its 
| subsidiaries 
}months of 


for the first 
1949 was $8,441,576, 


of | 


nine | 


the corresponding periods of the 
preceding year. 


Net profit of American Phenolic 
Corp. for the nine months ended 
| Sept. 30, 1949 amounted to $410,- 
750, after charges and income 
taxes, which compares with $118;- 


375 for the corresponding period 
last year. For the quarter ended 
Sept. 30, 1949, net was $85,220. 


|compared with $7,955,290 in the 
isame period of 1948. After de- 


Ses: “Y \ducting dividends on the preferred 
Harris, Hall & Co. (Inc.) and H.| stock, the balance of net income 


M. Byliesby & Co. (Inc.) on Nov.| was equivalent to $3.34 per share 
3 participated in the public offer-| of common stock, as against $3.14 
ing of 150,000 shares of Union | per share in the 1948 period. The 
Electric Co. of Missouri $4 cumu-| amount of customer notes receiv- 


lative preferred stock, no par| able on Sept. 30, 1949 was $192,- 


value, at $102.56 per share, plus | 516,746, an increase of $14,194,585 | 
accrued dividends from Aug. 15,| over the amount at the start of 


| 1949. ‘the year. 


tories. Natural gas is distributed! John W. Clarke, Inc.: Crutten- 
in the foregoing communities, in| den & Co.; Paul H. Davis & Co.; 
Cedar Rapids and Ottumwa, Iowa,) Dempsey & Co.; Dixon Bret- 
and in several smaller municipal-| scher Noonan Inc.; and Martin, 
ities... At.July .31, 1949, current|.Burns.& Corbett, Inc. The sub- 
assets amounted to 4$11,745,111,| seription warrants expired on 
and current liabilities to $6,317,988.| Oct, 24, 1949. 

Pd a: ts os 
| Retail sales of Jewel Tea Co., 
Inc., for the four weeks ended 
Oct. 8, 1949, totaled $12,987,172, 
which compares with $12,134,158 | 


crued interest. 
ts to 


Stone Container Corp., Chi- 
cago, reports earnings of $842,- 
881, equal to $1.20 per share for 
the nine months ended Sept. 30. 
1949, compared to $828,037, or 
$1.18 per share in the same pe- 
riod last year. Sales for the nine 
months show a decrease from 
$8,736,789 in 1948 to $8,077,034 
this year. The balance sheet at 
Sept. 30, 1949 shows current as- 
sets of $3,588,452, against cur- 


Television Fund, Inc., Chi- 

cago, on Oct. 27 paid a dividend | 

ef 16 cents per share to stock- | 

holders of record Oct. 17, 1949. | w ch ¥ pas 166 

son8as r correspondin eriod las 

ass. to a me | year and $12,301,369 for the four | 
. ’ | weeks ended Sept. 10, 1949. Ac-| 

year, the corporation paid seven 





The offering of 18,500 share of 
common stock, par $10, of Mis- 
Sissippi Valley Public Service 
Co. to its common stockholders 


Included in the group of six 
underwriters who on Oct. 14 
publicly offered $8,700,000 





cumulated sales for the 40 weeks 


of record Oct. 14, 1949, at $15.80 
per share was underwritten by 
Merrill Lynch, Pierce, Fenner & 
Beane of New York City, and 


Arkasas Power & Light Co first 
mortgage bends, 274% series 
due 1979, at 101 and accrued in- 
terest, was Harris, Hall & Co. 
(Inc.) 


rent liabilities of $836,890, a 
ratio of 4.3 to 1. 


Net income of Wilson Jones Co., 





Carter H. Harrison & Co. of 
Chicago. Subscription privileges 
expired on Oct. 27, 1949. 


a leading manufacturer of loose 
leaf books, ledgers and similar 
equipment for offices, schools and 
/homes, for its fiscal year ended 
Aug. 31, 1949, after all charges 
and income taxes was $287,495 as 
compared with $743,830 in the 
preceding fiscal year. These earn- 
ings were equal to 98 cents per 
share on the 294,830 shares of 
capital stock as compared with 
$2.52 per share on the same num- 
ber of shares in the previous year. 


REAL ESTATE } _ 4¢ h Net sales were $10,312,326 as com- 
against a loss of $238,834 for the | ,..eq with $11,347,147 a year ago. 


SECURITIES corresponding nine months of last) wo ing capital stoo dat $3,634,- 
a ‘|| year. For the 12-months’ period 148 = , ? 
| ended Sept. 30, 1949, net was $1,- YOO 282 ay 
485,050, or 51 cents per common 
AC ALLYN*»COMPANY | amare. 


United Air Lines, Inc., Chicago, 
during the third quarter of 1949 
learned $2,886,328 after charges 
and income taxes, which was 
equal to $1.34 per common share 
after preferred dividend require- 
ments. This compares with a net 
of $782,681, or 33 cents per com- 
mon share, for the like 1948 pe- 
riod. For the nine months ended 
Sept. 30, 1949, net totaled $2,710,- 
574, or $1.16 per common share, as 


INVESTMENT 
SECURITIES 


Public Utility 
Industrial 
Railroad 
Municipal 
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Despite a strike that closed its 
| wood fiber hardwood plant at 
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Thor Corp., Chicago, earned 
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| William A.Fuller&Co.| 


Members of Chicago Stock Exchange 
|| 209 S.La Salle Street: Chicago 4 
| Tel. DEarborn 2-56 











A. C. Allyn & Co., Inc. and 
Central Republic Co. (Inc.) 
were among the participants 
who publicly offered and sold 


$443,850, or $1.26 per share, on 
net sales of $6,717,131 in the 
third quarter ended Sept. 380, 
1949, according to Raymond J. 


(Continued on page 49) 
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Public Utility Securities || What Is Happening to 


By ARTHUR R. UPGREN* 
By OWEN ELY 


ELECTRIC BOND AND SHARE 


Chairman Curtis Calder gave a ialk before the Utility Luncheon 
Forum. of the New York Society of Security Analysts on Nov. 3, 1949, 
The following is summarized from his talk and the company’s pub- 
lished data: 

Electric Bond and Share’s present portfolio (net after debts) 
mey be appraised at about $125-175 million, the spread being ac- 
counted for by the difficulty in evaluating the holdings in American 
& Foreign Power. This would be a range of $24-33 per share break- 




















tL ened 





~ 








studying ways to meet it. 





up value. Domestic holdings inelhude $8 million worth of Middle , 
South, $16%. million of break-up holdings of American Power and as 
Light, $59 million of United Gas, miscellaneous domestic utility since the’'$90 billion for war.’ Of the total 


war’s end is, imerease of about $85 billion in 
of course, the war production from 1940 to 1944, 
result of eco- | only around: one-fifth or $17 bil- 
nomic forces lion was secured by conversion of 
and pressures -existing industries. The great re- 
which~ -oper- | mainder. of. almost $70 billion, or 


stocks worth ahout $4 million, ard net current assets of $1142 million. 
After allowing for setthement of claims in connection with American 
Power and Light, etc., and paying off the $12 million bank loan’ 
the net worth of the. portfolio is estimated at $78 million. 


There are two other important assets: Ebasco Services and | 
American & Foreign Power, both difficult to evaluate. Ebasco;| 





grossing about $21 million and netting about $2 million, could pre-| ated . during four-fifths in the total increase ir 
sumably be appraised around $10-$15 million. (It is ‘carried on the | the war years. | war production, was obtained by 
books at $1.840,000 and Mr. Calder did not attempt an estimate.) | To isolate expansion of the gross nationai 
Ebasco holds seven assorted securities of the American. & Foreign) , and focus preduct. The amount of this ex- |' 
Power System, carried on the books last December at $279 million) sharp atten- pansion not only covered four- 


tion on those fifths of,the war production, but it 
forces re- also served to increase rather 
quires a very substantially the non - durable 
quick review geods part of total production for 


less a reserve of $260 million, or $79 million ret: Under the recap-| 
italization plan formerly appreved by the SEC and the Federal court 
‘but now discarded, EBS would have acquired about $8 million deben- | 
tures and 3,349,000 shares or two-thirds of the common stock of} ‘ } 
Foreign Power. On a pro forma -basis the new stock would be earn-| oft the aevel- civilian consumption. 

ing well over $2 and might be valued marketwise at $106-$15 a share, : opment of the The essential point, however, i: 
On this basis Bond and Share’s new investment might be worth, ¢conmomy during war.. A’ g00d|th2+ we doubled our national out- 
about $40-$58 million. Adding our estimates for Ebasco and For-| Starting point for that purpose is) put to meet the needs of war. 
eign Power to the $78 million figure above, we arrive at a range of | @ striking statement of the London |his was achieved by putting 
$128-$151 million, which checks fairly well with Mr. Calder’s, “Economist.’ That century-old | g 999,000 unemployed workers tc 
$125-$175. | journal recently stated that the : 


; “| work, by keeping our oldsters at 
Of course it is impossible to tell how a new plan for Foreign doubling of the total of production | werk, by having more youngsters 


Power would work out: it is possible that, despite the sharp improve- | 4" ey ~ the os States | take employment, by increasing 
ment in current earnings, Bond and Share’s interests might have to or ; nage ad in coe economic) the number of women taking 
be still further subordinated to the claims of the preferred stock-| ‘act in the world in the 20th cen- 


t 9 work, by lengthening the work 
holders. Mr. Calder made no conjectures on this point, since prepara-| ‘UTY- 





Arthur R, Upgren 


| Over, 


Business? 


Associate Editorial Editor, The Minneapolis “Star” 
Professor of Economics, University of Minnesota 
Economist reviews war and postwar. economic. developments in U. S., and notes, as chief factor, doubling 
of national income to meet needs. of. war. Sees forces which maintained postwar business: activity fad- 
ing, particularly huge private domestic investment which made possible expansion of consumers goods 
output. Holds we face problem of ‘finding new investment components, and that business must assist in 


The present time, four full years after the end of the war, and after a reasonably dis. 
cernible turning-point in the recent course of the postwar business cycle, is an excellen: 
time to review what is happening to business. What has happened-to business these pas: 





when. the war was over. Nex! 
there was an accumulation of 1i- 
quid assets of more than $26) 
ibillionand whenthe war was over; 
though there was no net dispos2} 
of these accumuiated liquid assei:, 
they did enter into turnove.. 
We reduced the rate of individua} 
savings “from $35 billion to les? 
than $10 billion in 1947, 
Finally, a third force was to 
assert itself when the war wi: 
That was.the starvation ct 
demand of consumers for all mar.4 
ner of durable goods which wer? 
not produced during the war, It 
made a price premium on gooc 4 
and a desire to spend cash. 
_ When the war was over w) 
started spending our high income. 
We were fortified with in 
abundance of liquid assets. Wo 
had “gone without” certain good 
long enough to create a voraciow: 
appetite for them. ° 


These forces, enormously as- 
sisted by a favorable. ta 





; : | week, by shifting much of the 
tion of a new plan will probably await the clarification of current This remark points up the fact} labor force from lower value-pro- 
developments. 


that wken the United States en-| ductivity jobs to higher value- 
Bond and Share’s general program, as outlined on page five of 


tered World War il our total gross | pi: oductivity jobs. 
the annual report and clarified by Mr. Calder’s remarks at the recent, 22tional product. was around the 

stockholders’ meeting and before the NYSSA, is somewhat as follows: $190 billion level. Then came the | 
The large block of Middle South acquired in the break-up of Electric first huge wartime budget calling | 
Power & Lgiht recently must be disposed of; part will be sold to EBS for appropriations of $53 billion. 
stockholders for about $8 million (which will reduce the bank loan At the time he made this request, 
to $4 million), and stockholders will also receive a dividend of 1/35 


President Roosevelt said that the 
a share at the year-end. Rights and dividends together will be worth Consumer would probably lose 
about $1 per share tax-free. 


about one-half of his standard of 
United Gas, also from EL, will be retained unless the SEC and/or 


se “et pee _, for two or more years of the peak 
living. What | re belies ed was war effort. The result of the gain 
the stockholders order its disposal. The SEC will hear the question that the $53 billion measured up | 
Dec. 7, and a special meeting of stockholders will be held at some 


tes whe : 'in savings curing the war was 
aa pba 3 bo iy pln ie that we increased individually 
future date. If necessary, the stock may be distributed in some form, | ‘0'4! OUrturn OF goods . 
by reductior. of capital or otherwise. 


| cs that figure then stood owned liquid assets by $150 billior 
Sale of the American Power & Light break-up holdings (stocks 


3 | from 1940 to 1945. 

Nothing = the ye city At the same time industry anc 
in three operating and two holding companies) must be made by SEC; AS we ey ed more: into: was, the 211 business became more liquid 
order within a year after the American plan is consummated (prob-| United States got extremely busy 
ably around the year-end). Bond and Share wants to add this to other; 2nd far more by “extra effort 
available cash to form a $20 million “pool of capital”—a revolving, than by “conversion” did we pro- 
fund for risk capital. The world contacts of Foreign Power and; 4uce not only $50 billion for war, 
Ebasco would help greatly. Mr. Calder mentioned as examples of,>ut in another year or so it was 
such investments (if the policy had already been in operatian) the} 
initial financing of Texas Eastern Transmission, Vacuum Foods and| 
the Whitney family’s Spencer Chemical. The company might ga into} 
smaller enterprises where these could support good management; a} 
small part of the fund might go into “test-tube ventures” or to rescue | ‘ 
sick companies. The fund might:be inereased in future years through| Louis, Mo., Oct. 21, 1949. 
partial sale of the investment in Foreign Power—the latter would; ~— 


Thus did our total national out- 
put rise by a full 100% and a full 
$100 billion. Out of that greater 
income, taxes paid to the Federal 
|Government increased from less 
than $4 billion just before the war 
to $45 billion which was sustainec 


| billion in its liquid assets. Thus 
the gain in our total liquid assets 
from 1940 to 1945 was $225 bil- 
lion. So far we see two economic 
+ | forces built up yates ron, Sear 
‘ , The first was.a doubling na- 
meeting of Loss Managers’ Con- ~. ee 
ference of the Federation of Mu- tional income and that doubled 


tual Fire Insurance Companies, St., income was what the American 





*An address by Dr. Upgren a 


accumulating an increase of $7= | 


people sought to start spending 


arrangement which permitte: 
/carry-back of “conversion losses 

against the high profits of wa: 
years, gave us an astounding), 
} suceessful reconversion §  periou 
'The gross national product in re 

conversion dipped only 4 or 5° 

despite the cancellation of wa 

/ production in an annual amoun: 
of about $70 billion. Not on) 
that, the conversion was so suc 

cessful, the drive to buy goods so 
great, and the reduction in th: 
rate of savings substantial enoug,: 
to carry the gross national produe: 
from the $200 billion level at th: 
'end of the war to a level whic» 
touched a peak rate in the fourt® 
quarter last year of $270 billion. 

| In the enormous boom of th 
postwar years, there was on 

further strengthening factor. In- 
dustry in the United States had to 
expand its plant capacity to pro- 
‘duce the larger quantities of 
goods to satisfy the desire of con. 
sumers to spend their incomes, 
now twice as large as before tho 


(Continued on page 55) 








yield large book losses to make dividends tax-free over a period of | 
years. 

American & Foriegn Power subsidiary operations. were up 24% | 
in the ifrst eight months of 1949, and the seven-months consolidated 
balance earned for preferred stock was up 47%. However, the com- | 
pany continues in a very tight cash position. Right after the war| 
Latin American countries had substantial cash balances, but these | 
were yery largely frittered away, and hence for same time exchange | 
has been tight. Brazil, the largest customer of American & Foreign | 
Power, is now improving its position with respect to trade bills; 
which may permit obtaining some exchange from that country. The; 
Foreign Power System has spent $137 million on new censtructian | 
in the past five years without selling any new securities in New) 
York ($35 million has been put in by Foreign Power itself). The | 
cash -position has been so tight recently that Bond and Share gave | 
Foreign Power a 66-day extension.on inter-company interest pay-| 
ments. Foreign Power had hoped to-sell some $20-$30 million mort- 
gage bonds to Cuban insurance companies, but this program has not} 
yet materialized. 

Bond and Share’s future is thus largely in the lap of the gods— | 
the SEC and the stockholders. But regardless of this, it hopes to) 
continue-the rapid development of Ebasco Services, whose backlog | 
of business and scope of operations have increased enormously since | 
prewar days, and the present large interest in American & Foreign | 
Power will at least be retained until that company is streamlined | 
and is again functioning smoothly. 


The offering is made only by the Prospectus. 


$5,000,000 
Central Maine Power 


Dated November 1, 1949 


With Merrill Lynch Firm Joins-H. L. Robbins & Co. 
(Special - to THe Frxanctat Crronrcre) (Special to Pre Financia, Crnonicre) 
PORTLAND, ORE.—Herbert G.| WORCESTER, MASS.—Saul I. | 
Moran is wits Merrill Lynch, Romanoff has become striated | 3 
Pierce, Fenner & Beane, Wilcox with H. L. Robbins & Co., Inc.,! 
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ember 9, 1949. 





This announcement is not an offer to sell or.a solicitation of an offer to buy these securities. 


First and General Mortgage Bonds 
Series S 2’s% due 1979 


Dwe November 1, 1979 


Price 101.515% and accrued interest 
Copies of the Prospectus may be obtained from the undersigned. 


HALSEY, STUART & CO. Inc. 











Company | 























Building. ‘380 Main Street. 
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—— | modity prices, earnings and dividends is shown in the following 
| figures by the Fitch Survey: 

Commodity Stock Industrial Per Share 
ds | Prices Prices Earnings D.v dends 

, M utual F Ure 1935-39 Average._________- 100 100 100 100 

; ib : Ts alts 108 86 110 130 

Sew ts Se ‘ ad : =— 4 Se ee ec ee Oe 131 123 124 126 

ITIES SERIES By HENRY HUNT ¢, pemetecoeer sree ee 189 128 212 168 

Gv « With Apologies to Our Readers | 1908. --- pb a-Si 210 125 256 214 





Prospectus upon request from 
your investment dealer, or from 


NATIONAL SECURITIES & 


RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 











BULLOCK FUND 
DIvIDEND SHARES 
NATION-WIDE SECURITIES 








Prospectuses 
available 
from 


Investment 
Dealers or 


CALVIN BULLOCK 


Established 1894 














send today 


for the latest 
prospectus and other 
descriptive material about 


Fundamental 


Investors, Inc. 
[ A Registered 


Investment Company 


Available from-any authorized 
investment dealer or from 


Hucu W. Lone anp Company 
INCORPORATED 


48 Wall Street, New York 5 


CHICACO LOS ANGELES 
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Keys tone 


S distodian | 
Funds 


Certificates ol Partix ipation in 
INVESTMENT FUNDS 


investing their < apital 


IN 
BONDS 
(Series B1-B2-B5-B4) 


PREFERRED STOCKS | 
(Gecies K1-K2) } 


COMMON STOCKS 


(Series Si-S2-S35-S4) 





Prospectus may he obtained from | 


The Keystone Company 
of Boston 


50 Congress Street 


Boston 9, Massac husetts 


Why “rent” your money at 2%? 
It’s tough enough to pay the rent. 
If living costs continue to soar 
You'll need some 4% or more. 


Unless vou’re one with money to burn 
Go get yourself a better return— 
While money rates are moribund 

You ought to buy a mutual fund. 


To pick a stock that’ll rise in price 

Is tougher than cooking a pot of rice _ 
Unless you’re known for financial agility 
You ought to duck the responsibility. 


A mutual fund, all by itself 

Is just the place to put your pelf. 

A mutual fund if well selected 

Will never leave your heirs neglected! 


And if you live some years or more 
A mutual fund you won’t deplore 
Since every quarter or the button 
You'll get a check to pay for mutton, 


And if you need some dough for hash, 
You can always sell your shares for cash. 
That is, on any business day 

For mutual] funds are run that way. 


Consider the constant supervision— 
Whenever holdings need revision— 
Your management’s expert advice 
Is often cheap at twice the price. 


Think of the term diversification 

(It’s harder to rhyme than all tarnation) 
Without it you’re lost, or so they say 
With it, you sleep when vou hit the hay. 


Last but not least in this ode of praise 
Forget all about the investment maze. 
Get rid of all your financial weeds 
A mutual fund will fill your needs! 


Market Comment 


“The persistence of the stock market advance in spite of the 
strikes and the devaluation of currencies by 24 countries has sur- 
prised even the bulls. During October, 60% of the various industr: 
stock groups joined the general averages in moving to new high: 
for the year. Perhaps the best reason for the continued firmness i: 
the evidence that the Administration prefers an unbalanced budge‘ 
and inflation to a business decline and unemployment. The pessimists 
have had ample time to sell stocks and even go short but the people 
who bought in June are still reluctant to seil until they are able 
to establish long-term gains in December. Other people believe that 
there is some chance that the capital gains tax may be reduced nex 
year so they are reluctant to take profits until after Jan. 1. 

“The conservative position of the market as compared with com- 





EATON & HOWARD EATON & HOWARD 
BALANCED FUND STOCK FUND 


PROSPECTUSES OF THESE TWO MANAGED INVESTMENT FUNDS MAY 
BE OBTAINED BY REQUEST TO YOUR INVESTMENT DEALER OR TO 
EATON & HOWARD : 

INCORPORATED 


1924... BOSTON . . 1949 
TWENTY-FIVE YEARS OF INVESTMENT MANAGEMENT 





24 Federal Street 
BOSTON 


333 Montgomery Street 
SAN FRANCISCO 














We are pleased to announce that 


MR. HAROLD L. LEMLEIN 


has become associated with us as Manager of our 
Investment Department. 


This department will do a general business in 
Listed and Unlisted securities, specializing in 


Mutual Funds. 


JACQUES COE & CO. 


Members New York Stock Exchange 
TeL. HANoveR 2-9230 


























1 39 Broapway, New York 6 
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‘Larger investors who seem responsible for the rise in the market 


| are also influenced by the knowledge that $400 invested in common 
| stocks gives the same annual income as $1,000 invested in the highest 


| grade bonds and they expect many dividend increases before the 


, ond of the year. They also realize that the short interest is now the 











largest it has been since July of 1932 when the stock market sold at 
it slowest level since 1897.”—Written by Harris, Upham’s Ralph 


Rotnem. 
Let’s Talk About 
CASH CROPS! 


HERE is a crop that needs planting only once— 
gets daily, expert attention— 
produces all year long— 
gives you a sure cash yield— 


The crop we mean is the income your savings will produce when 
“planted” in mutual investment funds. 


Look at these vital facts: 


YIELDS on these “cash crops” rarge up to 64% cash return 
annually. 


DIVIDENDS from the net earnings of the company are paid to 
you every three months. Further, ne mutual investment fund 
has ever failed to pay a dividend! 


YOUR MONEY receives daily, expert attention of trained and 
experienced managers. 


MUTUAL INVESTMENT funds operate under Federal and state 
regulation. Their only business is investing the money of their 
shareholders. Your money is mingled with that of other share- 
holders and you become part-owner of all the securities of the 
company. 

YOUR SHARES will be turned into cash at any time on demand 
at the then prevailing net asset value. 


To learn more about the “cash crops” provided by mutual invest- 
ment funds, write or phone our nearest representative for a copy of 
yur folder, ““‘The Mutual Investment Company.” No cost or obliga- 
tion, of course.—From an ad run by John G. Kinnard and Co. of 
Minneapolis. 





Early History of Natural Gas 


“Fifty million Americans as cusiomers, 251,000 miles of pipe line, 
and 174 trillion cubic feet of reserves contribute to the present-day 
drama of Natural Gas. This is a far cry, indeed, from the days cen- 
turies ago when gas fissures set aflame by lightning were viewed 
as manifestations of the supernatural. 

“The Chinese are credited with being the first to harness natural 
gas for commercial purposes; they sent it through bamboo pipes to 
evaporate brine for salt making. 

“The earliest recorded discovery of natural gas in the United 
States was a ‘burning spring’ near Charleston, W. Va., which George 
Washington dedicated as a natural park in 1775. In 1821, near another 
burning spring’ at Fredonia, N. Y., the first gas well was drilled to 
a depth of 27 feet and in 1825 gas from this well lighted the town— 
a truly historic event. 

“In 1854, the first deep gas well (about 1,200 feet) was completed 
in Erie, Pa. In 1859, the discovery of oil on Edwin L. Drake’s prop- 
erty in Pennsylvania brought on the era of the “black gold” rush. 
For almost 50 years, natural gas was looked upon as a necessary evil 
of petroleum exploration. Trillions of cubic feet of this valuable fuel 
were blown off into the air or were piped to a safe distance and 
burned. 

“Today the situation is changed. Millions of dollars are spent 
each year to find this former waste product and natural gas is now 

(Continued on page 13) 









































| The GY , GROUP 
‘ She George ; 
4 7 
} . | SECURITIES,INC 
1 PUTNAM 3 ibn 
54th CONSECUTIVE 
FUND 3} DIVIDEND 
‘ ‘Pp ‘ The following 4th quarter dividends hove 
‘ > been deciared payable Nov. 26, 1949 
of ‘L045 lon 4 to shareholders of record Nov. 10, 1949, 
> | ‘ Class | Regular *Extra Total 
' PUTNAM Fund DistripuTors, INC. | ‘ Agricuitural..... .10 — .10 
q{___30SureSueer, Boon __\B |] Avistion....... 07 — 07 
eT ee ee ee ee SN. oe eae< -13 — 13 
Chemical....... .06 03 .09 
Elec. Equip..... 14 — -14 
a = — -06 
Fully Admin.... .065 .025 .09 
General Bond... .10 — 10 
|| Indust’] Mach... .16 — -16 
Institut’] Bond.. 09 — .09 
Investing Co.... .10 — .10 
|| Low Priced..... .04 .04 .08 
Merchandising.. .08 02 .10 
eae .07 — 07 
Petroleum...... .10 o---23 
| Railroad Bond.. .04 — 04 
Railroad Equip.. .07 — 07 
= Ne Railroad Stock.. .8 — 08 
228 SO iets vee, SP —_— 09 
inert Tobacco........ 05 — .05 
or Utilities . o— .08 
(PHILADELPHIA 2, PAY oo eepneneenstilttee 
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ene of the country’s major sources of energy.’—From a folder issued 
by sponsors of Gas Industries Fund, Inc. 


Another “New Era’ 


“It is now clear that:the country has entered another :‘new era.’ 
The policy of maintaining a balanced budget and reducing the. Fed-- 
eral debt is still given lip service but it is définitely secondary to 
the government’s objective of maintaining maximum production, 
employment and consumer buying power. The Congress has indicated 
a willingness to spend any amount of money necessary to accom- 
plish these objectives. 

“Recent legislation, approved by both political. parties, will sup- 
port basic farm commodities for another year at 90% of computed 
parity. Here is an indication of the real policy of the government. 
During the lengthy debate of this issue; we saw no estimate of 
whether annual cost would be $10 million or $10 billion. A. similar 
appreach would justify any program considered necessary to avoid 
serious unemployment, without regard to cost. 

“This is not the smooth road to ultimate happiness and security 
that it seems. It cannot ‘repeal’ basic economic laws. And increased 
government spending means more controls and higher taxes, in one 
form or another. Furthermore, these issues may be foreed to the 
frent when Congress reconvenes in only two months.” — From 
Hach W. Leng’s “New York Letter.” 


Should Corporations Finance 
Union Welfare Funds? 


By CLARENCE E. BONNETT 
Professor of Economics, Tulane University 


Dr. Bonnett, noting welfare funds demanded of employers by unions 
provide benefits only for loyal union members, contends this 
strengihens union labor monopoly, since expulsion from union 
deprives worker of welfare benefits. Questions justice of requiring 
employers to pay for virtual union enslavement of older workers. 


Phillin Murray and John L. Lewis are two of the most cussed 
and discussed personalities on the American scene today. Their per- 
sonal rivalry for the distinction as the foremost leader in unionism 
has centered the limelight upon them and cast the rest of the setting 

around them¢ : 
into shadows. 
Their strat- 
egy, like that 
of a magician, 
has misdi- 
rected the at- 
tention of the 
American 
audience 
away from 
the vital issue 
in the current 
conflict as re- 
flected in the 











further extension and modifica- 
tions of those plans were attain- 
able while corporation earnings 
were large. Corporations, by 
providing very liberal old-age 
pensions for management, sup- 
| plied union officials with a very 
strong argument and a _ diver- 
sionary attack. 

Corporations are now finding 
themselves at a great disadvan- 
tage in arguing against employer- 
financed old-age pensions for 

workers. The American public 
steel, coal, has been thoroughly sold on “se- 
and other/|curity,” especially against old 
strikes. What' age. 





Cc. E. Bonnett 


Dr. 


‘unionized* coal-mining ~corpora- 


Typical questions raised by | 





3 is the vital|the unions are: If management 
issue in the conflict over welfare| receives such pensions, why 
funds? |should not the workers? Why 

Welfare funds are not new in| treat the two differently? Do not 


operation or as a source of con- 


flict. The welfare plan of the’ 


Lake Carriers’ Association (of 
iron-ore carriers) was bitterly 
opposed by unions as a “hell-fire- 
plan” over 30 years ago. Welfare 
plans (often called industrial bet- 
terment activities) had been 
urged strongly, for instance, by 
the mediatory National Civic Fed- 


eration and the belligerent Na-'| 
Metal Trades Association, | 


tional 
years before the panic of 1929. 


The depression of the thirties put | 
an end to many of these plans.) 


Unions tried to offset these plans 
with union benefits. Why do we 
now have the current revival of 
welfare plans, and why are unions 
advocating and employers oppos- 
ing a certain type of such plans? 

Before the long depression 
many unions had benefit features, 
but these proved too expensive 
for their badly depleted treasuries 
and decreased dues-paying mem- 
bersniips. Un'ons, under the New 
Deal, turned to government social 


security measures to carry the 
load. But the benefits, especially 
old-age pensions, proved to be 
very inadequate, and could be 
made larger only by further 
levies on the worker as well as 
on the employer. Attempts po- 
litically to make the employer 
alone carry the tax met with 


highly effective opposition. Union 
strategists, knowing employer op- 
position to further government 
extension in this field, made a 
diversionary movement to induce 
employers to concede corporation- 
financed welfare plans. As cor- 
porations frequently had some 
form of old-age retirements, it 
seemed logical to unionists that 





‘the corporations provide for de- 


‘its at a peak and the “ability to 
The real issue | 


| public while corporations fear to 


‘sions to 


_tions large sums of money. 


preciation of machinery? Why not 
provide for the depreciation of 
workers? Who can deny that this 
is not truly humane and in accord 
with social justice? Are not prof- 


pay” self evident? 
is thus being concealed from the 


bring it out into the open. 
The vital issue is simply this: 


tion. with=.ne - over 21 
years of age will pay for years 
the 20 cents. (or more) .a. ton 
royalty to the fund of the United 
Mine Workers of America, al- 
though no employee will be elig- 
ible for a pension for 39 years. 
Prospective pensioners need not 
remain with a coal-mine employer 
for any specified time; there is 
nothing in the pension plan to 
reduce labor turnover and the 
costs arising therefrom. As to 
strikes, that pension. plan, with 
its “good-standing-in-the-union” 
requirement, makes doubly sure 
that the miner will strike at the 
slightest hint from Lewis. 


Loyalty oaths are required of all 
members of the three great 
unions demanding employer-fi- 
nanced pension plans; the United 
Mine Workers of America, the 
United Steel Workers of America, 
and the United Automobile Work- 
ers. Every member takes a solemn 
obligation with upraised right 
hand to remain loyal to the union 
so long as life remains. This oath, 
reinforced with a pension plan 
under which payments are made 
solely to union members in good 
standing, binds the worker to the 
union as no corporation would be 
allowed to bind a worker. “Good 
standing” implies implicit obedi- 
ence to union officials as well as 
regular payment of union dues. 
Where unions have a monopoly 
in an industry ranging from 85% 
to 95%—as those three unions 
have—expulsion from the union is 
aptly characterized as “economic 
capital punishment.” When a 
union holds so great a power over 
the employment in an industry. 
any worker past 45 years of age 
is forced into subserviency to 
union officials who thus hold his 
-conomic life within their power- 
ful grasp. To get a new job in a 
different industry—perhaps also 
highly unionized—is almost im- 
possible for a worker over 45 
vears of age. The nearer retire- 
ment approaches, the greater his 
dread of offending any union of- 
ficial who may deprive the aging 
worker of a pension depending 


LETTER TO THE EDITOR: 


vuyeCctive Of us 
all and “*re- 
quires above 
everything 
else a correct 
statement —_of 
views held. 

The article 
in question is 
not the. first 
instance 
where praise 
of a particular 
economic. pol- 
icy is accom- 
panied by the 
statement 
or implication 
that I am 
against that policy, while criticism 
of some other policy is. accom- 
panied by the statement or im- 
plication that I am _ for _ it. 
Frequently, I have observed that 
in fact I have been for the policy 
praised and against the policy 
criticized, which makes the con- 
clusion that I hold some view 
inimical to business progress fall 
rather flat when the facts are 
known. 

For example, one of the few 
specific points made in the article 
of Oct. 27 is that excessive bank 
credit restriction would have been 
dangerous even during the infla- 
tionary period of 1948. It hap- 
pens that I held the same view 
and expressed it publicly on 
numerous occasions. For ex- 
ample, in my printed testimony 
before the Senate Committee on 





Leon H. Keyserling 





upon “good standing” in the 


_loyal service he has given to a 
corporation. If the old “hell-fire” 
pension plans were objectionable 
°s conducing to “wage slavery.” 
the new employer-financed, 


sions are as objectionable in sub- 


jiecting the workers to union 
“pneonage.” Should corvorations | 
alone be required to finance a/| 


fund for the virtual enslavement | 
of their older workers to a union | 
which orders workers out on a| 
| strike to enforce such a demand? 

This is the vital issue. Its signifi- | 
cance to the economic system and | 
to the nation is too great to allow 
the real 








Should corporations be. made to 
finance welfare plans providing, 
among other things, old-age pen- 
loyal union members? 
Corporations have used old-age 
pensions to repay loyalty of their 


employees to the company. Em-| 


ployees who have remained with 
the company over the years have 


reduced the costs of labor turn- | 


over. have helped to train new | 
workers, and have counseled 
these against strikes and other 
practices which cost the corpora- 
Pen- 
sions to such employees actually 


do not add to the cost of produc- | 


tion of the corporation; there is 


no extra cost to be passed on to) 
It is | 


the public in higher prices. 
one thing to pay an old-age pen- 
sion to a worker for his loyalty 
to the corporation and for the 
savings he had made to it but 
quite another matter to pay it 
for loyalty to a union. 


Union demands for corporation- | 


financed welfare funds place 
membership in the union as the 
first requirement for eligibility. 
No worker is eligible for the old- 


age pension unless he is in “good | 


stancing” in tre union. Under 
Lewis’ coal welfare plan, for ex- 
ample, a newly organized and 


from the public. Let the issue be 


versionary appeals. 





Bruce to Manage 
Hill Richards Branch 


SAN FRANCISCO. CALIF. 
Herry A. Bruce has become asso- 
| ciated with Hill, Richards & Co.. 
|1 Montgomery Street, and will 


| manage the firm’s office which is 
was 
formerly with J. Earle May & Co. 


| being exparided. Mr. Bruce 


of Palo Alto. 





Rodgers, Savage With 


Cruttenden & Co., Chicago 


(Special to Tue Francia, CHRONICLE) 


CHICAGO, ILL. 


have become 


| York 


Bank of Chicago. 


union and not upon the years of | 


Banking and Currency on Aug. 4, 
1948, I said: “The control of infla- 
‘tionary bank credit, by whatever 
_devices may be used, has fruitful 


Dr. Keyserling Takes 
To Interpretation of His Views 


Presidential economic advisor writes “Chronicle” correspondent’s 
praise of a particular economic policy is generally accompanied 
statement or implication that he, Keyserling, is opposed to it. 


Editor, The Commercial and Financial Chronicle: 
1. have noted the unsigned article, “Washington and You,” on 
page 44 of the “Commercial & Financial Chronicle” of Oct. 27, and 
want to take occasion again to call. to your attention that improved 
understanding between business — government should be 


oe pia a 





a high 


general level of employment and 
business activity. It seems 
clear that consumer credit con- 
trols and bank reserve controls 
taken together are highly se- 
lective measures te be. judicially 





jemployed for limited purposes.” 


The policies actually employed by 
the government in this area were 
in fact limited and judicious, and. 
did not cramp desirable business 


| activity. 


I write this not to be critical 
but only to point out that dis- 
criminating care should be exer- 
cised in commenting upon the 
views and attitudes of public offi- 
cials, because a correct statement 
of their views would generally 
improve the psychology of busi-| 
ness by making it clear that these. 
views are moderate and not ex- 
treme. 
LEON H. KEYSERLING, 
Vice-Chairman. 
Executive Office of the 
President 
Council of Economic Advisers 
Washington 25, D. C. 
Nov. 2, 1949 


J. Philip David Is 
With Wm. Blair & Go. 


CHICAGO, ILL. — J. Philip 
David, formerly with the Business 
Extension Department of the City 


National Bank & Trust Co. of Chi- 
cago, has become associated with 
William Blair & Co., 135 South 
La Salle Street, members of the 
New York and Chicago Stock Ex- 








union-beneficiary old-age pen- | 


| decided on its merits, not on di- 


— Edward F. 
| Rodgers and William G. Savage 
associated with 
Cruttenden & Co., 209 South La 
Salle Street, members of the New 
and Chicago Stock Ex- 
changes. Mr. Rodgers was former- 
ly with the Exchange National 


|usages and is subject to obvious 
| limitations in the kind of infla- 
ition we now have. If they 
were to be used in a blunderbuss 
|fashion to contract the total vol- 
|ume of business activity, they 


would be utterly inconsistent with 
the sound idea of striving to in- 
| crease total production, and would 
be consistent only with the falla- OAKLAND, CALI .—James J. 
‘cious and dangerous notion that; Stasek has been added to the 
inflation can be cured by bring- | staff of C. N. White & Co., Cen- 
|ing on a ‘mild’ recession in the tral Bank Building. 


changes. During the war, Mr. 
David was a_lieutenant-com- 

mander in charge of a Navy bomb 
disposal school. 





Joins C. N. White Staff 


(Special to THe FinaNciaAL CHRONICLE) 





issue to be concealed | 





KEYSTONE STEEL 
WIRE COMPANY 


Common Stock 


We have prepared a report on this common 
stock, copies of which are available upon re- 
quest without obligation. 


Ask for Report A-21 


Paal H.Davis & Go. 


Established 1916 


Members Principal Stock Exchanges 
Chicago Board of Trade 


10 South La Salle Street 
CHICAGO 34 ILL. 
FI 6 0300 ' 


ROCKFORD PEORIA q 
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Bank and Insurance Stocks 


By H. E. JOHNSON 


This Week—Bank Stocks 


Bankshares participated fully in the recent upward movement 
of.equity prices. Institutional investors were active purchasers on | 
the advance and quotations in most cases rese sharply, reaching the | 
high@st fevels in over two year's. ; 

As there has been no change during recent months in the funda- 
metital-outlook for operations, the change in market prices seems to 
arise, in part at least, from a higher evaluation of existing earnings. 

White it is true that business loans have been inoreasing lately, 
this is a normal seasonal trend. The high level of the retail trade 
usually reached in the final months of the year necessitates building 
up inventories for the anticipated increase in business. This in turn 
ss-one of the important factors accounting for a rise in loans at this|toward the 
‘ime. Slee paternalistic 

Adso, it should be remembered that the current rise in loans |. iwettate 
comes after the very rapid decline in borrowings during the first; tate” have 
part of the year. While there are variations with individual banks prougnt  ex- 
(otal leans are not so high as they were a year ago. traordimary 

There have been a number of favorable factors affecting bank ;j nancial 
operations such as the reductions in reserve requirements. These,| ,yrdens on 
however, have been offset by a softening of interest rates on loans. government 
and U. S, Government securities. The final result has been one Of') yd gets; 
stable operations with only minor changes expected in net operating | pudgets which 
earnings for the current year as compared with those of 1948. ltake one dol- 

Thus the recent general demand for bank shares must be ascribed | jay oyt of four 
to factors-other than the current earnings outlook. |from private 

Considering the performance of the stock market, there has jneome in 
been a good demand for investment type shares. The Dow-Jones|,;, yx, ation 
industrial Averages have advanced steadily since the middle of June. in the United 
‘The quality issues have been the ones that have gained, however, | .;aves even more in Britain. 
and there has been only minor interest displayed in some of the Devaluation does not, of itself. 
more speculative stocks. This would seem to indicate buying by | provide the remedy for the above 
institutional aecounts who confine their investments to the high problems. In some respects 
qjuality issues. 

In addition to the general rise in investment type stocks, there 




















and the gen- 
eral trend 





J. W. Bell 


|measures more difficult to apply. 


were a number of other factors which affected the quotations on bank | poy instance, higher raw material | 


shares and helped to move them out of their previous trading range. | 
National City Bank in October announced the payment of an gejjing prices of manufactured 
extra dividend of 20 cents a share. This brings the total payment for | g40ds and higher living costs, e.g. 
the year to $1.80 as compared with the $1.60 previously paid. At the| hreaq. prompt demands for higher 
same time, the intention of going on a quarterly dividend basis Was | wages. 
announced. 
As was to have been expected, this attracted some attention to| 
bank shares. At the same time it helped to revive speculation about the | 
possibility of other institutions changing their dividend policies. In| }.., 
.his conmection Central -Hanover has been particularly strong ©N | solutions 
rumors of a stock dividend or a possible increase in the rate or an| oiner w 
«xtra. There has also been some speculation about Bankers Trust | 
increasing its distribution. Brooklyn Trust continues to fluctuate 
rather widely on reports of a possible merger or sale of its assets 
to one of the larger banks. These considerations have undoubtedly In most countries there appears 
been an important factor in recent action of bank shares. to be nO effective brake on credit 


In order to obtain some idea of the market prices of bank stocks | and currency expansion. “Planned 
ihe following tabulation is presented. It shows the price range sO; money” is in the saddle and ‘since 
far this year; the bid price as of July 1, near the lows for the year; | this managed money is inconvert- 
ihe bid price Oct. 1, just before the last sharp upward move; and| jble there are no limits imposed 
the current price. The last column shows the change in points since | upon this means of financing, ex- 
ihe first of last month to the present. All of the banks showed gains | cept the self-control of the man- 
during the month with the exception of Chase, which has had a very| agement in power. The gold 
farrow range, and Commercial National, which was unchanged. |standard previously effective in 


Change | curbing excesses is no longer in 
on", | existence today. Hence, cur- 
4 

4 ate money and credit policies being 
411 | pursued. 
4 8 |monetary management have never 
ble 34 | been greater. We are, 
4 23,|asking more than we should ask 
|of fallible public administrators 
|to assume such responsibility. It 
jis power without control, We 


prices bring demands for higher 


slippery monetary and fiscal 
are yesorted to. In 
words, we get credit and 
currency inflation. 


Effective Brake Nen-Existent 


1949 
—Price Range-— 
25% 21% 
45% 36% 
140 971% 
101% 82% 
3624 3215 
44\, 3734 


——-Market Bid Price——— 
July 1 Oct. 1 Current 
2214 24, 25% 
38% 405% 43 
107 125 136 
86 92 100 
331% 34% 
39% 4234 
42% 49 
521% 55% 4+ 1 
1150 1230 
265 286 
15 17% 
47\4 52% 
223 242 
383, 437% 
sr 89 
B74 4234 
» 580 630 , 


Bank of Manhattan_ 
Bankers Trust __.__ 
Brooklyn Trust ____ 
Central Hanover ._- 
Chase National ___. 
Chemical Bk. & Tr._ 
Commercial Nat'l _. 51 28: 

Corn Exchange __._ 56% 49'. 
‘First National _.. 1300 1145 

Guaranty Trust _- 295 252 

§rving Trust 17% 147%, 
Manufacturers Trust 54% 47 

Morgan, J. P. ____._ 242 199 

Wational City 45. | 87% 
New York Trust ___ 90% ° 80 ° 
Public Natiofal --_. © 4344 37 
4. S. Trust. 650 540 


+18 || ey - 
+. %\|of currency depreciation which 


+ 15g|are objective; that is, defenses 
412 

| 234 
4+ 3% 


‘the market itself. Citizens 
| should have the right and--the 


'| their paper ‘monéy. into realizable 
-|values. A public preference for 
| real assets over money secured by 
| government debt would be a sig- 


+10 


With Sutro & Co. 
(Special to Tue Frxanciat Caronicie) | 

LOS ANGELES, CALIF.—Max | 
FE. Moe has been added to the Osear C. Nelson has become affil-| the debt. — 
etaff of Sutro & Co., Van Nuys | iated with Daniel Reeves & Co., rect relation 
Building. | 


‘Nelson With Daniel Reeves 


(Special to THe FinanctaL CHRONICLE) 


BEVERLY HILLS, CALIF. —| balanced and to stop monetizing 


of the New York and Los An-| Gold is the simplest and most ef- 
geles Stock Exchanges. Mr. Nelson | fective base we have so far been 
was formerly with the First Cali- | able to devise. Other countries 
fornia Company. may not be in a position to take 
ewe this step immediately, but it is 
. both feasible and desirable for us 
Samuel Franklin Adds to do so. We should establish 
P INANCIAL CHRONICLE) on ee 

LOS ANGELES. CALIF —| convertibility of our paper money 
Donald J. Calabria has been added | ante 2008 at the rate of $35 per 
| to the staff of Samuel B. Franklin CUS 35 provided by the Reed 
= | & Company, 215 West Seventh Bill before further deficit financ- 

. . | Street. i i f . 
it ing and expansion of paper makes 
Laird, Bissell & Meeds t a it more difficult to accomplish. 
Griffin & Vaden Adds 


Members New York Stock Exchange | 
120 BROADWAY, NEW YORK 5, N. Y. 

RALEIGH, N. C.—Charles J. " 
| O’Neill, Jr. is now associated with 


Telephone: BArclay 7-3500 
Bell Teletype—NY 1-1248-49 

Griffin & Vaden, Inc., Insurance | essay in 1930 entitled “Auri Sacra 
| Building. 
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(L. A. Gibbs, Manager Trading Dept.) 








Gold Convertibili | 
Effective Brake to Further Excesses 


By JAMES WASHINGTON BELL 
Professer of Economics, Northwestern University 
President, Economists’ National Cemmittee on Monetary Pelicy 


Asserting fallible public admimistrators should not be asked to bear responsibilities of monetary man- 
agement, now rendered more d ficult by devaluation, Dr. Bell pleads for $35-gold-convertibility. before 
further deficit financimg and paper 2xpansion render it more difficult. 


Currency devaluation abroad and the reappearance of Federal deficit financing as a 
normal way of life in this country make more urgent than ever the desirability of return- 
ing to the gold standard. Inflation pressures sti 


Efforts to stabilize prices | 
|and wages prompt more controls | 
jand more expensive bureaucracy | 
and when taxes get too high to'| 


i|rencies are no stronger than the| 
The responsibilities of | 


indeed, | 


need defenses against the forces | 
| which can be put into motion by | 


.-3144| Power to demand conversion of | 


nal to Congress to keep the budget | 


There should be a di-' 
between paper | 
271 South Beverly Drive, members Money and some conVertible base. | 


John Maynard Keynes wrote an | 


\Fames,” which is published in his ' 


“Essays in Persuasion,’ 1932 (pp 
181-5). In this essay he maintains 
that “the long age of commodity 
money has at last passed finally 


sentative money,’ that gold no 
longer serves as a means Of pay- 


ard of value,” and that it is not 
a far stev to “arrangements be- 
tween central banks by which, 
without formally renouncing the 


-| rule ef gold, the quantity of metal | 





actually buried in their vaults 
|may come to stand by a modern 
| alchemy for what they please, and 
} its value for what they choose.” 
'We are left to infer that this 


tin its most perfect form. 


it | 
|makes the necessary constructive | 


other writings, were directed t 
‘English readers. England’s do 
}mestic recovery in the 2@s wa: 
hampered by adverse foreig 
balance of payments; the Bank of 
England was being drained of it: 
gold reserves. Hence, he lam- 
pooned the gold standard as :; 
“relic of barbarism’ and thrus 
eynical gibes at gold “as the sok 
prophylactic against the plague o 
fiat moneys” and the like. Keynes 
ian fobhlowers in this country 
not allowing for the marked dif- 
ferences in the economic situatio’ 
in the United States, applaude 
Keynes’ attack on the gold stan’‘- 
ard, threw it overboard need- 
lessly in 1933 and have continuec 
to disparage sound money (cur- 
rency redeemable in gold) eve 
since. 

Our billions of gold reserve 
were decried as more than worth- 
less since they represented huma! 
energy devoted to digging it ou! 
(of the ground at great cost only 
to bury it again in treasury an- 
central bank vaults, also at great 
cost. As well might the billions 
'of dollars in gold be dumped intc 
the ocean. Statements to this ef- 
ifect have often been made it 
|}recent years by persons in public 
high places. 


Money Managers in Sea 


Our monetary gold has not been 
‘dumped into the sea but our 
/money managers have gone as far 
as possible in that direction—they 
| Have made gold and gold money 
illegal. Private property in gold 
has been destroyed. The only 
_legal money in this country teday 
is the government’s planned 
money—money based upon the 
public debt (silver, minor coin 
and silver certificates excepted). 
Debt-secured money is fiat money 
only once removed. Instead of 
direct printing press money, we 
}issue government vromises-to-pay 
|which become the security or 
assets back of Federal Reserve and 
| Treasury notes. In other words, 
|}one promise is security for an- 


| other promise which cannot be} 


redeemed. As some one has said: 
“So you may secure a dog by 
tying him to his own tail.” 

How can we break this vicious 
circle? The answer is simple: put 
|a check to the process of limitless 
pyramiding money debt upor 
government debt by making 
money debt convertible into reai 


away before the age of repre- | convertibility 


Keynes’ Lampoons for Britishers | 


| Keynes’ diatribes on the golc 
standard; in this essay and in hi: | 


ty Needed as 


li persist in the world. The cost of the war 


assets—property—gold. Gold is 
not the only conceivable commod- 
ity which might serve the purpose 
of monetary reserves, but gold 
is a simple way 


| back to a sound and dependable 
| monetary system. The gold stand- 
ment, but “has become a much ard system has 
more abstract thing—just a stand-| despite its shortcomings it can be 
'made to work again, even better 


worked and 


than it has operated in the past. 
It is easily understood and only 
systems which can be easily 
understood will work satisfactor- 
ily—and it can be reestablished 
by implementing the provisions of 
the Reed Bill, H. R. 3262, which 
would make our currency re- 


_deemable into gold at the stat- 
| would give us a monetary system | 


utory rate of $35 an ounce. 


Elected to Board 


Edmond dw Pont of Wilmington, 
Delaware, senior partner of Fran- 




















Edmond du Poni 


cis 1. du Pont & Co., has been 
elected to the board of directors 
of United Funds, Inc. 


Central Maine Power 
Preferred on Market 


Blyth & Co., Inc., and Kidder, 
Feabody & Co. are joint man- 
agers of an investment banking 
group which offered publicly 
Nov. 9 a new issue of 30,000 
shares of Central Maine Power 
Co. $4.60 preferred stock at 
at $102.22 a share to yield 4.50%. 
A concession of $1 per share will 
be allowed to members of the 
tational Association of Securi- 
ties Dealers, Ime. Associated in 
the offering are White, Weld & 
Co.; W. E. Hutton & Co. and R. W. 
Pressprich & Co. 

Proceeds from the sales of new 
preferred stock and from ‘the 
concurrent sale of 200,548 shares 
of common stock and an issue of 
$5,000,000 of 278% bonds will be 
applied to payment of short-term 
bank loans and to defray the 
cost of company’s construction 
program. The company estimates 
that its construction program for 
the years of 1949 and 1950 will 
require aggregate expenditures of 
approximately $19,000000 of 
which $8.000,000 is scheduled to 
be expended in 1450. 


Woodcock, Fikes Adds 


PHILADELPHIA, PA. — Wood- 
cock, Hess & Co., Inc... 123 South 
Broad Street, members of the 
Philadelphia-Baltimore Steck Ex- 
ehange announce that John W. 
Vautier and Clifford G. Reming- 
ton are now associated with the 
iirm., 
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Are British Devaluation Measures 
“Too Little and Too Late’? | 


By PAUL EINZIG 


Dr. Einz:g upholds criticism British Government measures aiming 

to ensure success of devaluation are too late and are not sufficiently 

drastic. Considers, however, that arguments of government’s critics 
are unsound, and defends retention of food subsidies. 


LONDON, ENG.—The announcement of the government’s meas- 
ures aiming at ensuring the success of the devaluation was received 
by a flood of criticism in the British press and in the House of Com- 
mons. To put it in a nutshell, the critics are of the opinion that the 
cuts in gov- — — a orgenen 
ernment ex- 
penditure and 
in capital in- 
vestment 
have come too 
late, and that 
they are not 
nearly suffi- 
ciently dras- 
tic. And, par- 
ado xicaily 
enough, t he 
price of gov- 
ernment 


of the exportable surplus. The 
cut of £110,000,000 in public ex- 
penditure is not accompanied by 
any reduction of taxation, the high 
level of which tends to keep costs 
and prices high and, what is 
worse, tends to stifle initiative. 

worst of all, an unduly large 
proportion of the cuts-in capital 
| anvestments affects the productive 
capacity of the country. In order 
to avoid unpopular cuts in tobacco 
and petrol consumption the gov- 
ernment has deferred some_ ur- 








loans, which | gently needed schemes of electric 
underwent a | power distribution and of dollar 
sharp decline Dr. Paul Einzig eving Ol retining. Future pros- 
prior to the vects are sacrificed for the sake 
announcement, in anticipation of | of avoiding a long-overdue reduc- 
Draconian measures. underwent | tion of the standard of living. 


an even sharper fall after the 
announcement, because the meas- 
ures were not considered suffi- 

‘only too well justified. In the 


ciently drastic. | 

There can be no doubt that past, whenever S i r Stafford 
criticisms on the ground that the | Cripps was urged by the Opposi- 
measures are too late are fully | 10n to reduce expenditure, he 
justified. The situation challenges | "esponded by challenging them to 
comparison with the experience | state where precisely expenditure 
of 1931. On that occasion much | could be cut. The faet that at 
more drastic curtailment of the| /ong last the government is now 


Attacks on the government that 
the present cuts could and should 
Nave been made years ago are 


consumers’ ‘purchasing power was | ble to effect economies to tie | 


effected some weeks before the | total of £110,000 000 conclusively 
suspension of the gold standard| Proves that Sir Stafford Cripps, 
in an attempt at averting the| in claiming on many occasions 
need for its suspension. In 1949 | that expenditure could not be cut, 
little or nothing was actually was entirely wrong. And his ar- 
measures. When the government|"® need for making such cuts 
decided to devalue—that is, in| because Britain’s trade was bal- 
August—no measures were elabo- | "ced is as phoney as the overall 
rated to be applied immediately balancing of trade was. In 1948 


,and too little’ for checking the | by the government. But the choice 


after devaluation. Indeed, the 
only thing Sir Stafford Cripps| 
could think of at short notice was 
an increase of the tax on dis- 
tributed profits by 5%. It took 
more than a month from the | 
actual devaluation, and more}! 
than two months from the time | 
the government made up its mind 
to devalue, to elaborate’ the 
present set of measures, most of 
which will not become effective 
for months. 


Meanwhile, 


pending the gov- 


ernment’s decision, the public was | 
led by the Press to believe that | 


the proposed measures would be 
really drastic. Official quarters 


did nothing to remove or inves- | 


tigate these exaggerated anticipa- 
tions. Their practical efiect was 
a run on the store by millions of 
consumers. in anticipation of high- 
er prices through higher taxation 
and of a disappearance of supplies 
from the domestic markets 
through the export drive 
through austerity measures. It is 
no exaggeration to say that with- 
in the brief space of a few weeks 
the amount of the additional con- 
sumers’ demand was much in ex- 


cess of the amount of saving the| 


government’s measures aim at 
achieving in the course of a full 
year. 

Nor can the total amount of the 
cuts— £ 250.000,000—be considered 
In any case. it 
docs not represent a correspond- 
ing reduction of demand. Such is 
the degree of over-employment in 
Britain today that most people 
who will lose their jobs through 
the cuts will be absorbed almost 


very impressive. 


immediately as a result of the 
prevailing demand for labor. 


and | 


British imports were balanced by 
means of giving away large quan- 
tities of goods for nothing, in the 
form of unrequited exports. For 
the purpose of trade statistics and 


political propaganda the _ ship- 
ments of goods paid for out of 
released sterling balances un- 


doubtedly constituted exports. But 
to argue that because statistically 
such exports could balance Brit- 
ish imports from the Dollar Area 
there was no need for Britain to 
take measures aiming at being 
able to pay for such imports is 
the height of absurdity. It seems 


followed by a sharp rise in prices. | The government’s critics are 


It is to prevent this happening in | undoubtedly right in demanding 
Britain that Mr: Attlee’s govern-|the -imposition of more drastic 
ment decided to adopt certain! sacrifices than the timid and 
cuts. These cuts may be “too late half-hearted measures introduced 


rise in prices. But if, following | of the measures should be such as 
on Conservative advice, food sub- | to ensure the prevention of a rise 
sidies were. to -be removed or | in costs instead of provoking such 
drastically reduced the inevitable!a rise. Whatever views one may | 
result would be in existing cir-| held about the wisdom of food | 
cumstances .an immediate spec-' subsidies, in existing circum-| 


He etisting “a Sepnivian aie stances the evil of their existence 


devaluation in the not too distant, Would _be far exceeded by the 
“uture. ate f , evil of their removal. 
































APOLOGIES TO MORT AND 
JOHN 


Through an error in the lists 
of officers on page 3 of the 1949 
official National Security Trad- 
ers Association Convention Sup- 
plement of the “Chronicle,” their 
previous firm affiliations were 
carried instead of their new firm 
connections. As all know Mort 
Cayne is now proprietor of Cayne 
& Co., Union Commerce Build- 
ing, Cleveland, Ohio, and John 
Latshaw is now. a -partner in 
Uhimann & Latshaw, Board of 
Trade Building, Kansas City, Mo. 





John Latshaw 


NSTA 1950 CONVENTION 


; The National Security Traders Association, Inc., will conduct 
its 1950 convention at The Cavalier at Virginia Beach, Virginia, on 
Sept. 26-30. 


SAN FRANCISCO SECURITY TRADERS ASSOCIATION 


‘ . 

The nominating committee of the San Francisco Security Traders | 
Association has proposed the following members to hold office dur-| 
ing 1950: 


Morton A. Cayne 











Emmett K. Whitaker 


Houston Hill, Jr. 


President, Emmett Whitaker, Davis Skaggs & Co. 





that Sir Stafford Cripps was 
taken in by his own propaganda, 
and succeeded in deceiving him- 
self as well as others by the 
fiction of Britain’s overall bal- 
anced trade in 1948. He fails to 
realize that even if the position 
hieved in 1948 had been ten- 
able. drastic measures would have 
been necessary to achieve eco- 
nomically balance trade as dis- 
tinct from statistically balanced 
trade. Exports for the purpose of 
the repayment of sterling bal- 
ances, like any other form of re- 
payment of external debt, call 
for a corresponding net export 
surplus. 

Fortunately tor the govern- 
iment, the arguments used by 
| many of its critics are as unsound 
their own arguments. The 
Opposition weakened its case by 


1S 


its advocacy of a reduction and 
elimination of good subsidies. In 
doing so the critics overlooked 


the main object of the measures 
adopted by the government which 
is the prevention of inflation fol- 
lowing in the wake of devalua- 
tion. The reason why France, 
Italy and other countries had to 





Vice-President, Houston Hill, Jr., J. S. Strauss & Co. 
Secretary-Treasurer, Henry Hefter, American Trust Co. 
Board of Directors: Paul Isaacs, Sutro & Co.; Rudy Sandell, | 

Shuman, Agnew & Co.; Walter Vicino, Blyth & Co., and Bart Mc- | 

| Mahon, Merrill Lynch, Pierce, Fenner & Beane (retiring President). | 

| 


| CORRECTION | 


In the Roster of Members of the Cincinnati Stock and Bond Club 
it was indicated that Mr. W. T. McCoy was associated with Browning 
and Company. This should have read Nelson, Browning & Co., of 
which firm Mr. McCoy is President. 


With Mullaney Wells | 
(Special to THe FIrnaNncriAL CHRONICLE) | 
CHICAGO, ILL.— Stephenson 
Wells has been added to the staff 
of Mullaney, Wells & Co., 135) 
South La Salle Street. 





Elected Director 

Cc. dW. Gibson has _ been 
elected a Director of the J. 
Henry Schroder Banking Corp., 
it is announced. Mr. Gibson is 
Vice-President-Sales and a Direc- 
tor of Air Reduction Co., Inc.; he 
is also a Director of Airco Corp. 
(International) and of American 
Insulator Corp. 





With Bache & Co 
(Special to THe Financia, CHrronicie) 
CLEVELAND, OHIO—James E. 
Vasko, Jr. has become connected 
with Bache & Co., National City 
East Sixth Building. 





Schoellkopf Hutton Dirs 

BUFFALO. N. Y.—The election 
of two Directors to the Board of 
Schoellkopf, Hutton & Pomeroy, 
Inc., 70 Niagara Street, is an- 
nounced. The new Directors are 





M. A. Sweeny Opens Office | 

WASHINGTON, D. C. — Mar- 
garet A. Sweeny will engage in 
a securities business from offices 
in the Bond Building. 


levies Blank to Ope 





There will be no lessening of de- 
mand for goods that would result 
in a fall of imports or an increase 


resort to devaluation again and 
again during the post-war period 
was that each devaluation 


was 


Edwin Blank will shortly en- 
gage in the securities business 
from offices at 120 Broadway, 
‘New York 5, N. Y. 





George K. Coggeshall, Vice-Presi- 


dent of the investment firm, and | 


James S. Ely, Vice-President of 
Niagara Share Corp. 








ee located in mid-Man 
hattan . .. two blocks off Sth Avenue 


| in the smart Central Park zone .. . 
the Park Sheraton Hotel has a subway 


entrance just off the lobby that make: 


'it possible to reach the -financia? 
| district in 16 minutes! Or if yourtravel 


by cab or automobile you can drive 
to Wall Street via the Westside sky 
way even faster. ‘ 


But convenience is not the only advare- 


tage at the Park Sheraton. There is a 
swimming pool, facilities for relaxa 
tion, plenty of conference rooms anct 


| many opportunities to entertain your 


friends and customers, either at cock - 
tails or at leisurely dining — im,» 


| mood that befits the occasion... Th+ 


Park Sheraton cuisine is unexcelled 
And it is the only hotel in the world 
that has Television in every room . . 

at no extra charge! 


It's so easy to obtain reservations at 
the Park Sheraton. Simply phone 
nearest Sheraton hotel — or use tele 
type list below — and within a matter 
of minutes you receive confirmattos 
.. . through Sheraton's teletype nee- 
work, 


TELETYPE LIST 


Boston 

Booking Office BS 251 

Copley Plaze BS 678 
New York NY 1-2715 
Newark NK 265 
Philadelphia PH 653 
Baltimore BA 370 
Washington WA 223 
Pittsburgh PG 547 
Rochester RO 199 
Buffalo BU 202 
Detroit DE 89% 
Chicago CG 1731 
St. Louis SL 287 
Providence, R. 1. PR 5S? 
Worcester, Mass. WO 187 
Springfield, Mass. SM 94 
Pittsfield, Mass. PF 94 


New Britain, Conn. NBTN 85 






SHERATON 


HOT! 
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_ We Face Our Problems With Confidence — 


It is a reul pleasure to be here 
deday with the bankers of Amer- 
dea. This occasion brings back 
many pleasant memories of other 
meetings 
which I :have 
attended with 
the members 
of your Asso- 
ciation — both 
nationally as- 
sem bled, as 
today, and in 
the confer- 
ences held by 


= 





your State 
Associations. 
This year, 


many current 
issues have 
given us 
concern. 
There have 
been busihess readjustments to 
evaluate; there has been a need 
for new decisions in the field of 
international finance; and there 
have been serious new trials of 
eur determination to win the 
peace. You bankers, as leaders in 
your communities and in the Na- 
tion, have, I know, been giving 
all of these matters your most 
serious thought. 

At times, the size and number 
ofthe difficulties which confront 
msymay have seemed discouraZzing. 
aBut we can gain real encourage- 
wment, and readjust our perspec- 
‘tive, if we look back a little. It 
shas been tour years since V-J 
"Day—four years of such rapid 
sehange that it is hard to recall 
“the problems which ‘seemed so 
formidable during the early post- 
vwar period, let alone the predic- 


John W. Snyder 


tions of what was to happen. 
Even the short space of six 
months — the last six months, 


specifically—has been long 
enough to bring an entire reversal 
of cpinion on the part of those 
who narrowly limited their vision 
to surface changes in the business 
scene. 

When we look at these past 
four years as a whole—and sepa- 
vate the important from the less 
important—one major fact stands 
wut. And that is the strength 
which our system of private en- 
terprise and democratic Govern- 
ment has demonstrated in the 
fage of constantly changing situ- 
ations. On the domestic front, our 
economy has shown a flexibility 
and a capacity for uninterrupted 
“~pregress which we would not 
vyhawe dared predict four years 
go. And in the area of interna- 
tienal relations, our people have 
shown a sympathetic uderstand- 
ing and a willingness to offer as- 
sistance which has greatly 
strengthened the efforts of free 
nations the world over to live 
and work together. 

These are the real achievements 
,of the four years just passed. 
They are the real measure of the 
distance we have zone since V-J 
Day. 

in a broader sense, however, 
they are the fruit of our much 
lenger experience in working to- 
gether to make our democratic 
system function. 


This year the American Bank- 
ers Association has entered its 
75th year of cooperative en- 
deavor. You can be proud of the 
great contributions you have 
made to American banking dur- 
ing the lifetime of your Associa- 
tion, and of the increasing capac- 
ity which you have shown for 
productive work of national sig- 
nificance. 


An Environment for Inventive 
and Productive Genius 
When we look back over the 
past three-quarters of a century, 
@ momentous period in our his- 





*“An address by Secy. Snyder 
atithe Annual Convention of the 
American Bankers Ascociation, 
San Francisco, Cal., Nov. 1, 1949. 


tory, the fact that impresses us; 
most is that here in America, | 
more than in any other country 
in the world, the environment 
has been provided in which in- 
ventive and productive genius 
could flourish. 

As a young, growing country, 
we believed in change and in 
planning for a larger futvre. And 
our belief was justified. Produc- 
tivity—the true source of our high 
American standard of living—has 
constantly increased. Obsolete 
industries and outmoded ways of 
doing things have given way to 
new products and new tech- 
niques, and in the process, mil- 
lions of new jobs were created. 
The farsighted cooperation of 
American banking has made a 
great contribution to American 
progress. Down through the 
years, banking practice and bank- 
ing operation have grown with 
gur economy. Today, you bank- 
ers must be specialists in the 
whole broad field of business 
analysis and customers’ needs. 
You must be able to interpret 
business and economic trends, not 
oniy in your own communities, 
but in the Nation as a whole. 

For the very reason, however, 
that economic conditions and 
business practices have change? 
so radically during thé past”Y5 
years, we Americans are apt to 
think of our progress solely in 
terms of material achievements. 
Certainly we have every reason 
to take pride in these achieve- 
ments; for they have brought 
better living and richer oppor- 
tunities for development to all of 
our citizens. 

But our real progress is not to 
be measured by material things 
alone. In a deeper sense, it can 
only be judged by the changes 
which take place, year by year, 
in the scale of values which we 
as a people apply to our daily 
living. 

Many of these values are codi- 
fied into law, but fundamenially 
they rest on our concepts of 
right and wrong, of what is fair 
and decent, and of what we will 
do and will not do as respected 
members of our communities. 


It is important to realize that 
the changes over the years in the 
ethical values which govern our 
daily actions are equally as strik- 
ing as the spectacular achieve- 
ments in the material field. And 
it is important to realize, also, 
that the high standards which 
govern our conduct today have 
grown out of the experience of 





successive generations of Ameri- 
cans in acting together for a com- 
mon purpose. We have trans- 
mitted ovr heritage of freedom, 
guaranteed by the Bill of Rights, 
from one generation to the next, 
yet each generation, out of its 
full measure of rich and varied 
experience, has preserved and 
strengthened this priceless heri- 
tage. We must continue to add 
greater strength to the moral 
fabric of our nation. 

Let me illustrate this by the 
changes which have been occur- 
ring in our own field—banking 
and finance. In the short space 
of time since your Association 
was founded, bankers in this 
country have become more than 





bankers; they have learned 
disassociate themselves 





By HON. JOHN W. SNYDER* 
Secretary of the Treasury 


their strictly personal interests 
and to participate more actively 
in national and international af- 
fairs. 

Bankers Are Patriotic 


Today, bankers and represen- 
tatives of other business groups 
come to Washington voluntarily 
to give the government the bene- 
fit of their best thinking on the 
financial probiems which con- 
front the nation. And often the 
advice given is against their own 
immediate interests. 

One striking instance is_ the 
position which was taken by the 
representatives of your Associa- 
tion. during the period of infla- 
tionary pressures. At that time 
you bankers did not hesitate to 
recommend that the Treasury re- 
duce bank-held debt and distrib- 
ute Federal securities more wide- 
ly among the people of the 
country. 

There have been many other 
occasions on .which you . have 
urged the government to take 
a course of action which, viewed 
in the narrow sense, was in con- 
ftiict with your own short-term 
interests. But your advice has 
been frankly offered, neverthe- 
less, because as citizens of, this 
country you have learned that 
our democratic system can only 
function on the basis of certain 
fundamental principles of good 
citizenship: free discussion—ac- 
tive participation—and a primary 
concern for the general welfare. 

There are numerous other in- 
stances of the voluntary partici- 
pation of the commercial bank- 
ers of this country in activities 
which contribute primarily to the 
sound functioning of the economy 
as a whole. Your splendid co- 
operation in promoting the Sav- 
ings Bond program during and 
since the war—-without profit, 
and, indeed, at the expense of 
considerable time and personal 
effort—is an outstanding example. 
Another is the voluntary credit 
control program of your Asso- 
ciation, undertaken last year when 
inflationary developments were 
threatening the financial stability 
of the nation. 

Today, the public service ac- 
tivities of commercial bankers 
have become so commonplace that 
they are apt to be taken for 
granted. But it is important to 
recognize that they are of tre- 
mendous consequence in the daily 
conduct of our business life. 


Our Revenue System 


The distance we have gone 
along this cooperative road is il- 
lustrated even more strikingly in 
another area of governmental fi- 
nance—our revenue system. 


Just remember that ours is one 
of the few countries in the world 
today that is able to rely for the 
major portion of its revenue on 
taxes that are voluntarily re- 
ported and paid by the mass of its 
citizens. During the past three 
years an average of 96% of all 
internal revenue taxes collected 
has been on the basis of volun- 
tary assessment and payment. 


Under any other than volun- 
tary self-assessment and payment 
—we may be sure—the costs of 
tax . administration would be 





many times their present amount, 


Speaking to American bankers, Secretary Snyder expresses confidence post- 

war changes will strengthen the foundation of our individual freedom and free 

enterprise. Praises role of commercial banking in nation’s progress and cites 

voluntary patriotic action of bankers in war and postwar years. Says economic 

and financial conditions are sound and that 1949 will be a tremendous busi- 
ness year. Views immediate outlook with optimism. 


er. Indeed, there is considerable 
doubt as to whether our present 
broadly based ineome tax could 
be continued at all in the absence 
of a spirit of genuine cooperation 
on the part of the great majority 
of our taxpaying citizens. 

This basic willingness of our 
citizens to comply with the tax 
laws voluntarily did not come 
about by chance, and it could not 
have been achieved by statute. It 
came about because we believed 
in our. free institutions suffi- 
ciently to devote time and energy, 
year after year, to shaping our 
laws and adapting our customs 
generally to fit the changing re- 
quirements of.a vigorous, growing 
nation. 


There are many other examples 
of the lessons which we Ameri- 
cans have learned in the course 
of democratic: living. As you. will 
note, I have chosen only the ones 
which are closest to your own 
everyday experience — and to 
mine. But wherever we look, our 
institutions and our ways of doing 
things provide clear evidence that 
our democratic system of govern- 
ment works; that it can be adapted 
to meet all the needs ahd all the 
aspirations of a free people. 


These needs and aspirations will 
change—just as they have changed 
in the past. This year, in par- 
ticular, we have had to adjust 
ourselves to many new circum- 
stances. But the basic strength of 
our country has again been 
demonstrated. 


1949 Tremendous Business Year 


American business is having an- 
other tremendous year in 1949. 
The predictions of the pessimists 
that we could not return to con- 
ditions of abundant supply with- 
out severe dislocations of the 
economy have proven unfounded. 
We have experienced business re- 
adjustments — many of them— 
throughout the economy. Certain 
industries and localities have,. of 
course, felt the impact of the ad- 
justment more _ severely than 
others. 


On the broader front of the 
national economy, however, it has 
become increasingly apparent as 
the year went forward that the 
basic factors making for our con- 
tinued growth and progress have 
been far stronger than the forces 
tending to pull us back. 

Both incomes and jobs—in the 
aggregate—have held up, month 
after month, at close to the all- 
time record level of last year. 
Incomes, so far this year, have 
averaged even higher than in the 
same months of the highly pros- 
perous 1948. Total civilian em- 
ployment in recent months has 
been practically at the 60 million 


mer, amounted to a little over 6% 
of the total labor force. 


Since Mid-Summer, 


tivity and trade. 


munity. 





to | while the receipts realized by the 
from government would be much low-' termine the main business trend 


over the months ahead. I shall 
not attempt to forecast the dura- 
tion of current work stoppages, 
which, in any event, can dominate 
the business picture only tempo- 
rarily. Serious as they appear to- 
day, when they are finally set- 
tled, the strong underlying forces 
will gain come into full play, and 
production will be expanded to 
build up depleted stocks. 
_ In the vital area of manufactur- 
ing employment, the number of 
workers employed has risen 
more than seasonally since July» 
This is particularly significant, 
since manufacturing activities 
were among the first to be af- 
fected by inventory adjustments 
during the past 12 months. 
Throughout this period, the con- 
tinued high volume of retail sales 
has provided unmistakable evi- 
dence of the strength of consumer 
demand. Total retail sales in 
September, the latest month avail- 
able, were only 2% lower than 
last year in dollar value, and were 
higher than last year in actual 
unit volume. Demand ‘has been 
suStained not only by the con- 
tinued high level of incomes, but 
also by the backlog of purchasing 
power inherent in our all-time 
record volume of personal savings: 


Financial Situation Sound 


The financial situation, likewise, 
could scarcely be in a sounder 
position, As you know, bankers 
and businessmen alike have taken 
precautions that credit did not 
become over-extended during the 
inflationary period. But as in- 
flationary pressures diminished, 
credit was immediately available 
in needed quantities. 

Therefore, starting with a basic- 
ally sound present situation we 
face the future with many de- 
mands which industry has thus 
far been unable to meet. Outstand- 
ing among these are the continued 
urgent requirements for new 
construction, particularly of new 
houses and community facilities. 

For many years, the repair and 





figure; and unemployment, at its 
seasonal peak during the Sum-| 


as you | m 
know, there has been a noticeable 
> . : rot : 
we hee oy be TELE Stas ‘aoe |of demand for new and improved 
reflected in a number of the in- 
dexes which sum up _ business 
trends; and it has been reflected, 
also, in a more confident attitude | planation of-~ the 
on the part of the business com- 


I am speaking, of course, of 
| basic conditions, which will de- 


| modernization of these facilities 
|were allowed to lag. We have 
|/now a greatly increased rate of 
; population growth; we have had 
| vast shifts in population between 
different sections of the country; 
and in all of our metropolitan 
areas there has been a tremendous 
movement toward a decentraliza- 
tion of housing, shopping centers, 
and service facilities. 

We have 8 million more fami- 
lies in the United States today 
than we had in 1940—this in- 
crease alone, for example, is 
greater than the number of fami- 
lies now living in all of Canada. 
These people must be fed, clothed, 
house, educated, and provided 
with a wide variety of community 
serviccs. 


These developments mean new 
demands for many types of con- 
struction, and for the building of 
new roads and highways. Their 
powerful influence is seen in the 
unusually high volume of build- 
ing activity so far this year, and 
in the number of commitments 
already made for the future. Con- 
tract awards in September for 
| new residential construction were 
fete higher than a year earlier; 
while total construction awards 
| were 43% higher. 
| Such influences as these will 
| provide continued strong support 
to our economy in the days ahead. 
In addition, I could mention 
any new developments result- 
| ing from our wartime discoveries 
| which may well provide a volume 





| 


| products unprecedented in the 
| business history of this country. 
| 


| In my belief, an important ex- 


success with 
| which we have overcome our 
|postwar difficulties, and forged 


|ahead, lies in the fact that we 
‘have had faith in our American 


(Continued on page 18) 
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Want to make a river run uphill ? 


-.. Steel is ready to help ! 


AUL BUNYAN’S EYES would have popped with 
pee if he could have seen the way 
puny modern man is handling water. Skyscraping 
walls of concrete and steel are flung across valleys 
to make crystal lakes . . . rivers of water are si- 
phoned over mountains in pipes of steel. 

And big jobs are still ahead. Public Health 
Service engineers report that /08 million Ameri- 
cans lack adequate water supplies, and it’s esti- 
mated that 17 million acres of undeveloped land 
in the West can be irrigated, transformed into 
fertile farms. 

To help put water where it’s. needed, United 


States Steel has supplied steel pipe so big you could 
drive a bus through it, and other sizes to conduct 
any quantity of water from a creek or a brook 
down to a sprinkle for your garden. We’ve built 
bridges to carry our gigantic pipes over Nature’s 
own streams ... we've made the cables that sus- 
pend steel siphon lines across chasms. 

Whatever the job the nation has—United States 
Steel is ready to help. More than a billion dollars 
worth of additions and improvements to U. S$. 
Steel plants—all started since the end of the war 
—are nearly completed. 

Behind the scenes of this activity, United States 


Steel pipe ready for instaliation at Grand Coulee Dam, Washington. 


Steel research scientists have been quietly and 
steadily creating the improvements that keep 
steel ahead of any other material. Nothing else 
can do what steel can do. And United States 
Steel can supply what it takes to help build a 
better America. 


This label is your guide 
to quality Steel 
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UNITED STATES STEEL CORPORATION SUBSIDIARIES 


___ UNITED STATES STEEL 
ie Helping to Build a Diether Homorie 
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Gold Convertibility Is No Assurance of Monetary Stability 


As a native Californian—and a_ 
native San Franciscan—!-thought 
first of something“I might discuss 
which would be of special interest | 
to our gener- 
ous hosts at 
this conven- 
tion. The fact 

. that this is 
1949 and that 
the whole 
State of Cali- 
fornia has 
been engaged 
in a two-year 
round of cele- 
brations of the 
100th anni- 
versary of the 
discovery of 

old in Cali- 
ornia, and of 
its immediate 
consequences, gave me an obvious, 
iead. Gold is something in which 
we are all interested. Nor is this 
an untimely topic on other 
grounds. The recent wave of cur- 
rency devaluations which swept 
around the world, following upon 
the devaluation of the British 
pound sterling six weeks ago, has 
fanned into modest flame the al- 
ways smouldering fires of the gold 
controversy. In addition, I was 
eager to review the gold question 
because it is a good starting point 
for an understanding of the place 
of the Federal Reserve System in 
the monetary and economic life of 
the country. When I finish with 
gold, I shall want to say something 
more specific about the System 
and about your relations with it. 


As central bankers, of course, 
charged with responsibility for 
our monetary and credit policies, 
we have the question of gold 
under more or less constant sur- 
veillance. Most of the time, in re- 
cent years, we have been under 
attack from two sides because of 
eur attitude toward gold. Those 


i 
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President, Federal Reserve Bank of New York 


Leading Federal Reserve Bank executive attacks proposals to reestablish gold 
convertible currency, asserting it would lead to monetary chaos and promote 
gold hoarding throughout world. Denies gold convertibility assures stable 
monetary unit or prevents budget deficit financing. Says present move to 
restore gold coin standard is due to distrust of present monetary authorities, 
and ascribes abandonment of gold standard to its inadequacy in exercising 
stabilizing influence on the economy. Scores multiple control of money and 
credit policies, and criticizes ABA for upholding it. Concludes Federal Reserve 
should have predominant authority. 


recently, we have had a brief res- 
pite from attack while the two 
groups fired at each other, each 
group arrogating to itself respon- 
sibility for the only true gospel 
according to St. Midas. What I 
have to say will probably bring 
that brief respite to an end. The 
fire will again be concentrated on 
the monetary authorities, for 
whom I cannot presume to speak 
except as one individual engaged 
in the practice of central banking, 
but who will, no doubt, be blamed 
for my views. 


Let me take account for each of 
these two groups separately: those 
who concentrate, at least initially, 
on a free gold market, and those 
who will have none of this heresy, 
but who want a fixed and im- 
mutable gold price and converti- 
bility of currency—and therefore 
of bank deposits—into gold coin. 


The first group, which includes 
the gold miners, makes its argu- 
ment on several grounds, trying 
to combine economics and psy- 
chology with self-interest, Let me 
|paraphrase their principal argu- 
ments as presented at hearings, on 
bills to permit free trading inigold 





anterested primarily or initially 
in the price of gold, and in what 
they call a free gold market, have 
fired from one side. Those inter- 
ested primarily and eternally in 
gold coin convertibility—in a full 
and automatic gold standard do- 
mestically and internationally— 
have fired from the other. More 
i ~ 

*An address by Mr. Sproul be- 
fore the Second General Session 
of the Annual Convention of the 
American Bankers Association, 
San Francisco, Cal. Nov. 2, 1949. 








in the United States and its terri- 
‘tories. In this way, I may avoid 
| the fact as well as the appearance 
‘of building straw opponents. The 
arguments most frequently pre- 
sented in favor of these bills were: 


(1) In the face of rising produc- 


the gold mining industry has been 
forced to curtail its operations; 
and to the extent that it has oper- 
ated, its profits have been re- 
duced. The higher gold prices 
which would presumably prevail 
in a free market would correct 





tion costs and fixed gelling prices, 





By ALLAN SPROUL* 


this situation. This is the “do 
something for the gold miners” 
argument at its baldest. 


When this argument is embroid- | 


ered a little, it is claimed that 
since the prices of all goods and 
services have increased so sub- 
stantially during the past ten or 
fifteen years, it is necessary to 
open the way for an increase in 
the price of gold so as to be sure 
there will be enough gold to carry 
on the country’s. business; to 
bring the price of gold into ad- 
justment with the prices of every- 
thing else. 

(2) A second group of argu- 
ments expresses concern over the 
unsettling effects of the “pre« 
mium” prices which are paid for 
gold abroad, and claims that a 
free gold market in the United 
States, with no gold export re- 
strictions, would cause these pre- 
mium markets abroad to disap- 
pear, with beneficial effects upon 
world trade and_ international 
relations. 


(3) Third, there is an argument 
in equity—that gold miners should 
be aewed to sell their product 
at the best price they can obtain, 
as do producers of other products; 
and that American citizens, like 
the citizens of most other. coun- 
tries, should be free to hold or to 
buy and sell gold. 


(4) Finally, there were those 
who viewed and favored a free 
gold market as a: first step in the 
direction of a full gold coin 
standard, and who held that even 
a free market would act as a 
“fever chart” of the economy and 
lead to reform of extravagant 
government fiscal policies, remove 
inflationary tendencies fostered by 


/a managed currency, and lead to 
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sounder conditions, generally. 


Effect of Gold Convertibility 


To take these arguments up in 
order, it should be pointed out 
right away that it is quite possible 
that a free market for gold in the 
United States would not result in 
a rise in the price of gold, if for 
no other reason than that the Sec- 
retary of the Treasury is required, 
by law, to maintain all forms 
of United States money at parity 
with the gold dollar which con- 
tains 1/35th of an ounce of fine 
gold. This means that the Treas- 
ury should maintain the price of 


help from us if they didn’t use 
searce foreign exchange to buy 
gold for private hoards. But I 
don’t think the soundness nor the 
stability of the United States dol- 
lar is actually brought into ques- 
tion by these premium markets. 
At our official purchase price for 
gold — $35 a. fine ounce — the 
United States has been offered 
and has acquired more gold than 
the total world production (ex- 
cepting the U. S. S. R. for which 
reliable data on gold production, 
as on everything else, are not 
available), since 1934, the year of 
our devaluation. During those 
years — 1934 to 1948 inclusive— 
estimated world gold production, 
valued at .United States prices, 
was about $13.5 billion, and 
United States gold stocks increased 
$16 billion. Most of the producers 
and holders of gold have been’ 
quite willing to sell us gold for 
$35 a fine ounce despite the quo- 
tations of $45 and $55 and so on 
up in the premium markets. The 
fact is that these premium mar-, 
kets represent insignificant specu-. 
lative adventures around the 
fringe of the world supply and 
demand for gold. They reflect 
mainly the urgent and often il- 
legal demands of a small group 
of hoarders, together with some 


'private demand for gold to be 





gold at $35 a fine ounce in legal 
gold markets in the United States. 
To do this, if there were a legal 
free market for fine gold, the 
Treasury should sell gold to the 
extent necessary to maintain the 
market price at $35 a fine ounce. 
We might, therefore, get what 
would be in effect gold converti- 


Aside from this possi 
of the,establishment of a free 
market for gold, what is it we are 
being asked to do? In effect we 
ire being asked to do something 
16 benefit the gold mining indus- 
try, to encourage a shift of pro- 
ductive resources, in this and 
other countries, into gold produc- 
tion, in order to provide gold for 
hoarding. This, I submit, would be 
a witless proceeding, in terms of 
the welfare of the whole economy, 
matched only by our bonanza pro- 
visions for the special benefit of 
the miners of silver. 


of this request for aid to the gold 
mining industry, there is no lack 
of monetary means of carrying on 
the business of the country, nor is 
there likely to be. It is the econ- 
omies of perpetual inflation to 
argue that a rise in the commodity 
price level should be followed by 
an arbitrary increase in the price 
of gold and hence in the reserve 
base, thus permiting and, perhaps, 
promoting additional deposit ex- 
pansion and a further upward 
movement of prices. Even on the 
basis of statistics, which are not 


is interesting to note that the in- 
crease in the price of gold in the 
United States, in 1934, raised the 
price of gold by 69%, 
wholesale prices in the United 


the 1927-29 level. 
plagued, if anything, 
oversupply of money 
years; and the United States gold 
stock, at the present price, is 
large enough to support whatever 
further growth in the money sup- 
ply may be needed for years 
ahead. 

The second group of arguments 
has to do with the desirability of 
knocking out of business the 


with an 














premium markets in gold which 
|have existed and still exist in 
| various foreign countries. I share 
the general dislike of those mar- 
| kets because they are parasites on 
, the world’s monetary system and 
help to siphon into gold hoards 
the. resources of people who need 
food and. clothing and equipment 





| 
| 
i 
| 


used in relatively backward areas,’ 
or areas where the forms of civil-_ 
ized government have broken 
down, and where the metal serves 
the needs of exchange—or hoard- 
ing—better than a paper note. I. 
do not think there would be any 


‘appreciable stimulus to United 


| States 


gold production if we 


opened the doors of this largely 


bility by way of a free market,} gold miners. 
but not a rise in the pgice of gold./ it, we might well create what we 
e outcome | are trying to destroy—uncertainty 


b 


clandestine trade to our domestic 
But, by legalizing 


(Continued on page 32) 


We Face Oux 
Problems With 
Confidence 


(Continued from page 16) 





_ system and in our American ways 
_of doing things. 
As for the economic embroidery | 


We accepted our responsibili- 
ties, whether domestic or foreign, 


_in that same spirit of confidence 
'which has marked American en- 


deavor since this nation’s earliest 
days. 


Yes, much has already been ac- 
complished; and our banking his- 
tory, just as truly as the record 


of our other achievements, re- 
flects these advances. - Today, 
|bankers are undertaking their 


always reliable or comparable, it | 


whereas | 


States are now only 60% above | 
We have been | 


in recent | 


|\“and-who wouldn’t need so much ‘ing. 


' broader responsibilities in the life 
\of the nation with the -utmost 
earnestness and integrity of pur- 
pose. They are making great 
contributions to the  suécessful 
functioning of our free enterprise 
system and our democratic form 
of government in all of its many 
aspects. And they are doing this 
because they have found that 
working together for the common 
welfare pays; that only joint ef- 
forts—on a voluntary basis—can 
provide the clear thinking and 
bold actions so urgently needed 
'in meeting the complex problems 
of today. 


Our problems will not be easy, 
_and—on both the domestic and 
the foreign fronts—we may be 
|sure that they will seldom take 
| the exact form of problems which 
|we have met before. But we in 
America are accustomed to over- 
|\coming difficulties. We are not 
'dismayed by change. We have 
made it clear that we will continue 
_to devote all of our energies and 
-all of our will to strengthening 
| the foundations of- our individual 
freedom,’ and “our OWn way of liv- 
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No, that model of a Plymouth car body 
isn't going any place. It isn’t meant to! 
It’s one of many models we created to 
learn from people themselves how to 
build supreme comfort into the great 
new Plymouth, Dodge, DeSoto and 
Chrysler cars. 


Our engineers know that the best 
way to find out which seating arrange- 
ments are most restful and comfort- 
able is to let people try them out — 
in advance! 

So they built full-size models like 
this of the inside of cars — the engi- 
neers call them “mock-ups.” Then 
they installed real autamobile seats 
and invited people to try them — all 
kinds and sizes of people — men and 


PRACTICAL 


They’re trying it on for size! 


women, big and small, thin, stout, short- 
and long-legged. 


Their opinion helped us place the 
new chair-height seats in just the 
right positions to let you see through 
windshield and windows without 
straining ... provide plenty of leg- and 
head-room . . . build higher, wider 
doors for ease in getting in and out. 


We found ways to make the seats 
themselves more comfortable ... ways 
to give you everything that means the 
utmost comfort in an automobile. 


It’s another example of the way 
practical, creative wmnagination im- 
proves every part of every car at 
Chrysler Corporation year after year. 
You'll. like all the newest advances in 


“Car comfort test”—created by practical imagination at Chrysler Corporation 








the new Plymouth, Dodge, DeSoto and 
Chrysler — and dealers will be pleased 
to welcome you and show them to you. 





There's more comfort in the new Plymouth, Dodge, 
DeSoto and Chrysler. You sit in wider, chair-height 
seats, with more leg- and head-room. Windshield 
and windows let you see better — doors are higher 
and wider; it's easier to get in and out. 


Hebe »on:sonsuscvenoue CHRYSLER CORPORATION 


Airtemp Cooling. Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


PLYMOUTH 


Dodge Job-Rated Trucks 





Oilite Powdered Metal Products 


DODGE DESOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 
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Honest Money and Human Welfare 


The vices of bad money and the 
virtues of good money have been 
vividly illus- 

strated to this 

generation. 

Before our 

very eyes the 

text book the- 

ories have 

been tested by 

practice and 

the results 

painted on a 

screen so viv- 

idly that we 

shall escape 

the,lessons 

only if we 

are blind or 

indifferent or 


W. R. Burgess stupid. 


The Lesson of Germany 


Three years ago I spent a few 
days in Berlin. When we finished 
our meals we left two cigarettes 
beside our places as tips for the 
waiters, for they preferred ciga- 
rettes to even quite generous tips 
in paper marks. The trouble was 
ihat the marks would buy very 
little outside of a narrow range 
of rationed goods. Store shelves 
were nearly bare and the prices 
in the black market were fantas- 
tic. Cigarettes would buy more 
than money; in fact the country 
was said to be on the cigarette 
standard. 

The money was so swollen, so 
corrupted, that the farmer did 
not want to sell his products for 
money, for he knew the money 
was declining in value from day 
to day. Food had to be collected 
by legal order from the farm for 
the city, and the amount never 
met the demand. One consequence 
was that the workers who were 
mining essential coal in the Ruhr 
only worked for three or four days 
a week. The other days they had 
to spend scrounging the country- 
side to buy food by barter. With 
this happening ail over Germany 
production was at a low ebb. The 


amount of food available for each | 


*An address by Mr. Burgess at 
the annual meeting of National 
Banking Division at Annual Con- 
vention of American Bankers As- 
sociation, San Francisco, Calif., 
Oct. 31, 1949. 


person was less than half what we 
consume here, and the people 
went about in ragged clothes with 
gaunt faces. Workers fainted at 
their tasks. 


Today in West Germany that 
situation is remarkably changed. 
The nation’s production is back to 
something like 75% of prewar. 
The people have adequate, if not 
very satisfying food, and life be- 
gins to have a tinge of cheerful- 
ness. 

The great change came when in 
June, 1948, Germany’s money was 
turned from bad to good. This was 
not an easy operation. It consisted, 
to state it over-simply, in issuing 
a new curreny in exchange for the 
old on about a one-for-ten basis. 
The result was to cut the volume 
of money available in the country 
to something like one-tenth the 
existing amount, and give confi- 
dence in the new money by limit- 
ing future additions. The plan had 
been worked out by a Commission 
headed by our own Joseph Dodge, 
the Detroit banker who has served 


German money had 
because there was too much of it, 











States Government. 
became good when the amount 
| Was readjusted to fit the amount 


The new program worked like 
magic. Immediately goods began 
to appear on the shelves of the 
stores. The farmer was willing to 
;sell his products for money. In 
| the foreign exchange markets the 
}German mark again had value 








Many banks, in serving their depositors, play 
a part in our investment program a 
calling us in when the credit needs of their 
depositors involve longer term loans than the 
bank wishes to grant alone. We welcome such 


collaboration. 


working together to so 
of our mutual clients. 





SSETS of this substantial old company 
now exceed one billion dollars, 
invested in every state in the Union. 


For better life insurance service, we maintain, 
from coast to coast, 1000 field representatives 
who are trained in putting life insurance to 
werk to meet personal and business needs. 
These Career Underwriters appreciate their 
close relationship with many trust officers in 


The NEW ENGLAND MUTUAL 


Life Insurance Company of Boston 


FIEST MUTUAL LIFE INSURANCE Co. CHARTERED IN AMERICA—1835 


and are 


by 


lve the estate problems 








By W. RANDOLPH BURGESS* 


and could be bought and sold at 
reasonably steady prices. The for- 
eign commerce of Germany began 
to pick up. Reconstruction of the 
cities mushroomed up. 

This change in Germany was 
not unique. Right after the war 
Belgium purged its money supply 
of the excesses and has led the 
countries of Western Europe in 
the rapidity of its recovery and its 
ability to free trade from the 
shackles of various kinds of con- 
trols. They have had some other 
favoring circumstances but their 


Italy has more recently carried 
out a like program with equally 
startling results. 


further illustrations 
and Belgium and Italy in recent 
times. The great inflations in 
Germany and France in the early 
twenties were classical examples 





as President of this Association. | 
been bad | 


and the amounts were increasing | 
The Russians were printing it by | 
the ton, with plates conveniently | 
handed over to them by the United | 
The monéy | 


| 
| 


of goods available in the country. | 


| 


‘|rupted their money, 


were cured in both Germany and 
France when the reins were tight- 
ened and the volume of money 
was readjusted to the business of 
the country, and the _ printing 
presses stopped. 

Over a long period the world 
has.seen more of bad money than 
of good. The best of European 
monies, the English pound, in the 
llth century was worth a pound 
of silver. Now after the latest de- 
valuation it takes roughly three 


pounds in English money to buy | 


a pound of silver. This is in fact 
a remarkable record of stability. 
The history of most other coun- 
tries is much worse. 
of the German mark after World 
War I is notorious. The French 
franc in terms of gold is today 
worth less than one-hundredth of 
its 1914 value. 
rencies can boast little better rec- 


years ago. Except for temporary 
depreciation during the Civil War 
period it had remained practically 
steady from the founding of the 
Republic until 1933. Most govern- 
ments have over the years cor- 
sometimes 
rapidly — sometimes slowly, by 
policies of extravagance, or by the 
necessities of wars. 


The Golden Age of Stable Money 


The great outstanding exception 
was the hundred years of the Pax 
Britannica. From 1821 after the 
end of the Napoleonic Wars to 
World War I the pound: sterling 
held 
purchasing power in commodities; 
the price level was almost the 
same at the end of the period as 
at its beginning. In his book on 
“Monetary Reform” in 1924, John 
Maynard Keynes pointed out the 
remarkable stability of the British 
price level over this long period: 

“Approximately the same level 
of price ruled in or about the 
years 1825, 1841, 1855, 1862, 1867, 
1871, and 1915. Prices were also 
level in the years 1844, 1881, and 
1914. If we call the index number 
of these latter years 100, we find 
that, for the period of close on a 





century from 1826 to the outbreak 
.of war, the maximum fluctuation 


vigorous dealing with their money | 
supply has been a major factor. | 


We have only to turn back to 
the years after World War I for) 
of exactly | 
what has happened in Germany | 


of what swollen money can do in| 
creating human distress. These ills | 


The decline | 
|ous people is the price of peace | 
without | 


Many other cur-| 


ords. Our own dollar is now worth | 
in gold 59% of what it was 100) 


its gold value and also its) 


Chairman, Executive Committee, The National City Bank of New York 


Prominent New York banker, after reviewing recent monetary crisis abroad, as- 

serts world stands today at critical point in trying to reestablish sound money. 

Holds, however, first stage of recovery of Western Europe has been safely 

achieved and threat of Communism from within has been soundly beaten. 

Advocates as role of U. S.: (1) continue aid program; (2) follow liberal 

trade policies; and (3) keep the dollar sound. Foresees eventual return of 
world to gold standard of money. 


in either direction was 30 points, 
the index number never rising 
| above 130 and never falling below 
'70. No wonder that we came to 
| believe in the stability of money 
contracts over a long period. The 


way these other countries behave 
and the way this country behaves. 


Already the workers of England 
and France are asking for higher 
wages because devaluation is in- 
creasing the cost to them of food- 
stuffs from America and of some 
other commodities. In France a 
cabinet has fallen on just this is- 
sue. To the extent wages are 
raised the competitive advantages 
gained by devaluation will be lost, 
the volume of spendable money 
will increase and its value decline. 
The leaders in those countries 
know this; Sir Stafford Cripps has 
spelled it out to the people of 
England. The spiral of inflation is 
|easy to start and hard to stop, es- 
pecially in countries where the 
people or the politicians are de- 
manding huge government expen- 
ditures for “welfare.” 





metal gold might not possess all | 


|the theoretical advantages of an 
|artificially regulated standard, but 
| it could not be tampered with and 
|had proved reliable in practice.” 

The dollar was stable also—with 
the exception of the period of the 
Civil War. So were the currencies 
|of the Latin monetary union with 
its roots in the Napoleonic law of 
1803. But the pound sterling was 
the firm base on which world 
trade rested. 
| All too easy to,forget is the ef- 
fect of these events on human 
welfare. It is no accident that the 
19th Century 
period of greatest economic prog- 
ress the world has ever known. 
|The standard of living of the av- 
| erage man was probably increased 
more than at any other time. 

It would be difficult to make an 
overstatement of the influence of 
good money on human welfare. 
The spectacular events in Ger- 
many and France after World War 
I, and more recently, have shown 
in dramatic form how bad money 
‘ean disrupt production, break 
down the machinery of distribu- 
ton, penalize thrift and prudence, 
and offer its bonanzas to the spec- 
ulator and charlatan. 

Today it may be added that hon- 
est money can be a major imple- 
ment for preserving world peace. 
Most countries are dependent for 
their prosperity on trade with 
other countries, and trade in 
turn is dependent on _ reliable 
money. A contented and prosper- 


'in Europe today, and 
sound money the seeds of discon- 
'tent and revolution will find 
fertile soil. 


| 
| 


The New Money Crisis 
The world stands today at 
|critical point in trying to reestab- 
lish sound money. Great Britain 


reducing the dollar value of its 
ity of the countries of Europe and 


tions have readjusted their cur- 
rency values. It is a bold and 


and so encourage the flow of mu- 
tual trade. 

What these currency changes do 
‘is to correct the relative levels of 
| prices between the United States 





'tries. They make it easier for 
England and France and Holland 
and the others to sell their prod- 
|}ucts and services in the Western 
Hemisphere.. They make Europe 
more attractive for American tour- 
ists. They make it less attractive 
for the holder of pounds sterling 
to get his money out of England 
Over and around the exchange 
controls. They should help to 
make the monies of different 
countries more freely exchange- 
able. They help relieve the so- 
calléd “dollar shortage.” 

The real question is whether 
this relief will be temporary or 
lasting. and that depends on the 


was probably the, 


its | 


a | 


a 


has just taken the decisive step of | 
currency by 30%, and the major- | 
the British Commonwealth of Na-| 
courageous effort to bring the eco- | 


nomic relations of these countries | 
and our country in better balance, | 


and the Western European coun- | 


| The Challenge to Europe 


| It would be easy to despair of 
|'the power of Europe’s leaders to 
'follow the wise and stern policies 
which are needed, but we should 
| not forget how far those countries 
have come since the end of the 
| war and the hard things they have 
done. It was not easy in Belgium 
'te freeze a substantial part of the 
bank deposits, to raise money rates 
for business to 5% at a time when 
production needed to be encour- 
aged. It was not easy in Italy 
|similarly to freeze some 44% of 
their bank deposits and put com- 
mercial money rates as high as 
(9%. It has not been easy for the 
English people to get along on a 
| weekly ration of 3 or 4 ounces of 
'bacon and half a pound of beef. 

We should not forget also the 
results in terms of increased pro- 
duction, which are set forth in the 
following table, taking 1938 as 
100. England’s industrial produc- 
tion is 36% above prewar. Even 
|Greece is only 13% below prewar, 


INDUSTRIAL PRODUCTION 
INDEXES 
Principal Western European 
Countries (1938 100) 

lst Half 
1949 
Avge 
88 
121 
133 
127 
72 
87 
136 
102 
121 
138 
100 112 146 
100 7105 136 
*1947 (figures for 1945 unavailable). 
71946 (figures for 1945 umavailable). 


Economic 
September 


1°45 
*49 
+88 
74 
42 
+29 
35 


1938 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


Austria 
Belgium 
Denmark - 
France --- ; 
West’n Germany 
Greece 
Ireland 


Netherlands -- 
Norway - 
Sweden 

United Kingdom 


Recovery Guides, 
Administration, 


Source: 
Cooperation 


| issue, 1949. 


| The first stage of recovery of 
Western Europe has been safely 
achieved. As a result the threat 
of Communism from within has 
been soundly beaten. In recent 
‘elections Communist minorities 
have lost ground and center and 
right have gained. The new cur- 
réncy readjustment lowers one 
barrier to further progress. It 
|opens the opportunity to a revival 
of greater world trade and to that 
‘greater strength and cohesion 
which are necessary to be sure of 
meeting the always possible ex- 
ternal_threat of the armed force 
of Communism. This the leaders of 
Europe understand. Their achieve- 
ment to date justifies our continu- 
ing faith. 

Today the Western European 
countries are more prosperous, 
more secure from revolutionary 
forces, less radical, more coopera- 
tive with us and among them- 
selves than almost any of us dared 
hope three years ago. They face 
(Continued on page 30) 
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BALANCE SHEETS 


June 30. 1949 and December 31, 1948 


ADMITTED ASSETS 


Cash in Office, Banks and Trust Companies 
United States Government Bonds .... . 
Other Bonds and Stocks. . . .... +. - 
Investment in The Home Indemnity Company . 
Piret Mostgage-Leam . 5. 6 kw tt tw lt 
ae ae cs a ee el ee ee ee ee 
Agents’ Balances, Less Than 90 Days Due . . . 
Reinsurance Recoverable on Paid Losses . . , 
Other Admitted Assets 


Total Admitted Assets 


LIABILITIES 
Reserve for Unearned Premiums . 
Reserve for Losses . 


Reserve for Taxes . 


. 


Liabilities Under Contracts with War Shipping Administration 


Reinsurance Reserves ..... «eee. 
ne ER eo be te netie tere We es 
Total Liabilities Except Capital 


Capital 
Surplus 


Surplus as Regards Policyholders 


Tee er So ORAL OS 




















*JUNE 30. DECEMBER 31, 
1949 1948 

$ 29,296,457.64 $ 31,027,607.07 
109,769,689.25 107,440,297.48 
123,919,743.41 122,046,607.25 
7,122,847.00 6,871,511.16 
3,072.21 3,126.58 
4,426,447.02 4,330,868.09 
14,921,985.00 10,811,751.20 
477,500.19 706,975.90 
2,260,070.46 2,006,693.37 
$292,197,812.18 $285,245,438.10 
$143,860,258.00 $141,729,267.00 
32,278,571.00 33,879,862.00 
10,482,154.83 9,000,000.00 
2,032,267.72 2,888,128.21 
1,969,091.09 1,493,633.18 
2,397,037.50 2,417,432.63 
$193,019,380.14 $191,408,323.02 
$ 20,000,000.00 $ 20,013,595.49 
79,178,432.04  73,823,519.59 
99,178,432.04 93,837,115.08 
$292,197,812.18 $285,245,438.10 





* NOTES: The values of Bonds are on an amortized basis. Insurance Stock of affiliated company is carried on a basis of 
pro rata share of capital Stock and Surplus. All other Stocks at June 30, 1949 Market Quotations. Securities carried at 
$5,656,459.05 and Cash $80,000.00 in the above statement are deposited as required by various regulatory authorities. 


Canadian Assets and Liabilities have been adjusted to the basis of the free rate of exchange. 
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During the life of our nation, 
we have in reality accomplished 
a miracle—following, as it did, 
historical developments that found 
peoples 
throughout 
the civilized 
world without 
freedoms or 
individual op- 
portunities to 
make their 
own lives 
give them the 
return that 
such natural 
ability as they 
might have 
had justified. 

There was 
real reason 
for the mir- 
acle, however, 
because our forefathers recognized 
in the building of the Constitution 
and the Bill of Rights the value of 
individual initiative and the rights 
of the people to exercise it with 
the utmost freedom that did not 
interfere with the rights of others. 

Those who settled America, 
however, did not start out with 
the full understanding which 
their experience in the wi!der- 
ness later gave them that resulted 
in the development through our 
Constitution of three great bal- 
ancing forces — administrative, 
legislative, and judicial — which, 
while recognized, meant constant 
progress toward the alleviation of 
the difficulties of those with small 
incomes. 

It is the great service to this 
portion of our people which has 
resulted from the governing prin- 
ciple on which the United States 
was founded that made the “mir- 
acle” possible. This miracle is ex- 
emplified in the better living of 
those in our country who have 
been the least fortunate than has 
been true in any other part of the 
world. 

It is important to those of this 
generation to understand and real- 
ize the difficulties which the early 
settlers had to overcome in regard 
to their methods of governing 
themselves. In studying the lives 
of our early settlers, we find the 
real answer to communism and 
see that it is not an ideology but 
merely a means to enable those 
who would make slaves of the 
people through totalitarianism to 
inveigle them into a police state. 





Kent 


Fred 1. 


An American Experiment in 
Communism 


We can see this picture clear- 
ly in the history of the Plymouth 
Colony written by Governor 
Bradford. Henry Hazlitt made 
this phase of American history 
very clear when he quoted from 
Governor Bradfo:d’s history and 
said: 

“Most of us have forgotten that 
when the Pilgrim Fathers landed 
on the shores of Massachusetts 
they established a Communist sys- 
tem. Out of their common prod- 
uct and storehouse they set up a 
system of rationing, though it 
came to, said Governcr Bradfora 
‘but a quarter of a pound of bread 
a day to each person. Even when 
harvest came, he said, ‘it arcse to 
but a little’ A _ vicious circle 
seemed to Set in. The people com- 
plained that they were too werk 
from want of food to tend tiie 
crops as they should. Deeply re- 
ligious though they were, they 
took to stealing from each other. 
‘So as it well avveared, writes 
Governor Bradford, ‘that famine 
must still insue the new year 


raise as much corne as they could, 
and obtaine a beter crope than | 
they had done, that they might! 
not still thus languish in miserie. | 
At length (in 1623) after much 
debate of things, the Gov. (with 
the advice of the  cheefest 
amongest them) gave way that 
they should set corne every man 
for his owne perticuler, and in 
that regard trust. to them selves. 
.. .And so assigned to every fam- 
ily a parcell of land. 

“*This had very good success; 
for it made all hands very in- 
dustrious, so as much more corne 
was planted than other waise | 
would have been by any means) 
the Gov. or any other could use, | 
and saved him a great deall of 
trouble, and gave far better con- | 
tente. ° 
“*The women now wente will- | 
ingly into the feild, and tooke’ 
their litle-ons with them to set, 
corne which before would aledg | 
weakness, and inabilitie;. whon 
to have compelled would have 
been thought great tiranie- and 
oppression. 

“*The experience that was had! 
in the commone course and con- 
dition, tried sundrie years, and | 
that amongst godly and sober) 
men, may well evince the vanities 
of that conceite of Platos and | 
other ancients, applauded by 
some of later times; — that the 
taking away of propertie, and 
bringing in communitie into a) 
comone wealth, would make them 
happy and florishing; as if they 
were wiser than God. For this | 
community (so farr as it was) | 
was found to breed much. confu- 
sion and discontent, and retard 
much imployment that would 
have been to their benefite and 
comforte. 

“*For the yong-men that were 
most able and fite for labour and 


service did repine that they | 
should spend their time and 
streingth to worke for’ other 





mens wives and children, with 
out any recompense. The strong, | 
or man of parts, had no more in| 
devission of victails and cloaths, 
than he that was weake and not! 
able to doe a quarter the other | 
could; this was thought injues- 
WeGs. + 

“*And for men’s wives to be} 
comanded to doe _ service for) 
other men, as dressing their | 
meate, washing their cloaths, etc., | 
they deemed it a kind of slaverig, | 
neither could many husbands weil 
brooke it... . 


““By this time harvest was 
come, and instead of famine, now 
God gave them plentie, and the 
face of things was changed, to 
the rejosing of the harts of many, 
for which they blessed God. And 
the effect of their particuler (pri- 
vate) planting was well seene, for 
all had, one way and other, pretty 
well to bring the year aboute and 
some of the abler sorte and more 
industrious had to spare, and sell 
to others, so as any gencrall 


~— 





allso, if not some way prevenied.’ 


“So the colonists, he continues, 
‘begane to thinke how they might 





*An address by Mr. Kent be- 
fore the Savings and Mortgage 
Division Meeting at Annual Con- 
vention of American Bankers As- 
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wante or famine hath not been 
| amongst them since to this day.’ ” 
| Thus private property was es- 
| tablished in what came to be the 
| United States of America. Men 
who could produce more than 
others were encouraged to do so 
and were able to sell their sur- 
plus product and profit from 
their thrift at the same time. The 


| else for any purpose. 


\tlers had been continued, -prog- 


|'have taken care of themselves 


| excess of sums required for living, 


By FRED L. KENT* 


jobs 


for such service. 


It was not until this develop- 
ment that these settlers could be- 
gin to save either food production 
for a later emergency or anything 
It requires 
no imagination to see that if the 
communistic life of the early set- 


ress in better living among the 
people of this new world have 
been impossible. Instead, there 
would hhave-been periods of star- 
vation, and the people, - without 
government mastérs to’ make them 
work literally as slaves, could not 


and. would . have lived .lives of 
great “miserie.” But with prop- 
erty. rights that were -established 
when the land was “parcelled” | 
out, saving became possible. As | 
we look back upon the history of | 
our country, we find that savings 
have been the key to the whole 
private enterprise system, which 
has been built.up by and through 
the This is why the private en- 
terprise system has made our 
country what it is today—the best 
place in which to live because of 
the conveniences of life which it 
affords and the opportunity for | 





,every individual to benefit from | 


them. 


Savings at first were in ‘the form | 
of good reserves, extra clothes | 
and other things which were not 
needed currently. Then, as money 
came into general use and banks 
were established, bank accounts 
were opened with the proceeds of 
sales of production that- were in 





or money was hidden away in 
what where thought to be safe 
places. 

As population grew and new | 


communities were established, di- | 
and | 


vision of labor increased; 
men. were able. through their sav- 
ings to employ others to build 
houses for them and to make 
shoes, clothes, and other necessi- 
ties that made for growing con- 
venience in living. 

Because of being able to save, 
men had the time to study new 
ways to add to loving conven- 
_lences made necessary because of 
| the growing population. This re- 
| sulted in the invention and dis- 


r Key to Economic Freedom and 


Director, Bankers Trust Company, New Yerk 
Chairman, Commerce and Marine Commission, American Bankers Association 


Asserting key to economic freedom and progress in U. S. has been savings 
which have been risked in the form of venture capital, veteran New York 
banker traces history of New England’s great economic development through 
creation of enterprising corporations in which public savings were advantage- 
ously invested. Deplores impediments to venture capital in form of ruthless taxa- 
tion and needless hampering controls over business. Lauds savings institutions. . 


,_ thrift which proved of great value Bradford established property 
to those who exercised it bene-| rights and with them the freedom 
fited the whole colony, as those | of all settlers to produce as they 
who were not competent to work | chose, to save as they wished, 
for themselves were able to find| and to live as their competence 
with others whose thrift! enabled them to meet their de- 
made it possible for them to pay | sires. 


|see how those with the smallest 


|to less ability to accept oppor- 


| possible to betier their own living 
|—-benefited from the development | 


| wherein the 
|our people through their activities 
| were 
| lives of the rest of the population 


|areas in the United States have 


| 


It is particularly interesting to 
incomes—whether they were due 


tunity than prevailed among 
others or to unwillingness to exert 
themselves in such ways as were 


of the private enterprise system, 
and how in important proportion 
this system resulted in individuals 
moving forward from low-income 
groups to higher and higher ones 
as they took advantage of the op- 
portunities open to them because 
of the constructive work of those 
who had, through their business | 
activities. moved into the higher 
income classes. 

It is really amazing that a sys- 
tem could have been evolved such 
as happened in our. country 
most successful of 





~ 


actually broadening the 


and furnishing them the means to 


| obtain a better and better living. 


This we can follow by analyz- | 
ing the development of New 
England, which became one of the 
most sound business and indus- 
trial areas in our country with a 
high degree of prosperity. Other 


later developed in a_e similar 
manner. The example of New 
England is, therefore, taken only 
because it is indicative of the 
value of the private enterprise | 
system and of how it has bene- | 
fited not only the whole United | 
States but other countries of the | 
world with which we have had | 
contacts. 


Economic Development of 
New England 


Now, let us for a moment trace 
the economic development of the 


|New England people as it actu- 


ally happened. When 


became the owners of their sav- 
ings with authority to use them 


|as they pleased, those who were 


the most able or most diligent 
(or both) bezan to accumulate 


wealth. Banks were later estab- 


| lished whose capital was supplied 


| 


|covery of many, many things as) 


\the days went on, some of which 
were easy to produce and others 
| that required special processes for 
| their manufacture. 


| 


Dependence on Savings 


| To meet these conditions, sav- | 


,ings had to be depended upon; 
and. the little world’ established 
by those who came over in the 
| Mayflower began to expand and 
| lead into the development of the 
| great private enterprise system 
| that has made our country the 
| best place in which to live in all 
ithe world. 

| Probably, the private enterprise 
| system and what it has done for 
this country can best be under- 
| stood by following through the 
|development of New England 





by such accumulations. Businesses 
were created with capital sup- 
plied from the same sources. In- 
surance companies were estab- 
lished with capital which came 
from savings; and as time went 
on, industrial corporations were 
formed and capitalized by those 
who had earned more than they 
consumed. Then as_ inventions 
and discoveries became more 
general as men strove to ease the 
problems of living made by grow- 
ing ponulations, the savings of 
the people became available for 
development, and thereby en- 
abling the production of many 
units of desirable things that 
made life more simple for all con- 
cerned. Partnerships were formed 
| by friends and acquaintances who 
| had confidence in each other and 
found that they could produce 











'involved were 


property | 
rights were established and men) 


ness by combining their savings. 

This was: followed, as the cor- 
porate form of business enterprise 
took its place, by capftal struc- 
tures where shares were issued 
that could be sold in the market 
and purchased by any one who 
wished to pay the price and as- 
sume the risk involved. In addi- 
tion to this equity capital, bonds 
and notes were issued to provide 
funds on a basis of interest pay- 
ments instead of through divi- 
dends. This enabled corporations 
to divide their capitalization be- 
tween stocks and bonds in such a 
way as to meet the special needs 
of each business. In some cases, 
a high percentage of bonds out- 
standing became a menace in 
time of depression where bond 
interest had to be paid, whereas 
dividends on stocks were based 


/Oon earnings. 


In other cases, the proportion 
of stock had to be less, from the 
standpoint of economy: that is, 
where seasonal business was in- 
volved and extra capital was 
needed fcr only short veriods of 
time. Then, bank loans could pro- 
vide money requirements and 
save idle capital if the capital 
structure was sufficiently high to 
protect the loans. 


As business developed in New 
England and industry and the in- 


dustrial aze progressed, many 
corporaticns became _ seasoned 
earners; and their stocks were 


accepted as sound investments for 
the savings of those who might 
have higher or lower incomes. 
Before such a condition had been 


|} reached in many business organi- 


zations, the money which was put 
into them to enable them to func- 
tion was really venture capital. 
Only those with incomes which 
warranted them to take the risk 
justified in sup- 
plying this venture capital. No 
new business, no development of 
a new invention, discovery, or 


|new gadget, could be undertaken 


without varying degrees of risk. 
At times, such risks were very 
great, as markets could not be as- 
sured for many new forms of pro- 


'duction until the people had had 
|an opportunity to try them out. 


Often large losses resulted. In 
many such cases, however, where 
a great demand developed for 
the production, the profits were 
very large. Such profits, contrary 
to the thought of those who 
would destroy our system, were 
not taken from anybody else but 


were the result of giving the 
people something that they 
wanted and where the original 
price had to carry within it a 
sufficient profit to pay for the 
risk or, to put it another way, 
an opportunity for profit that 


would lead men with large sav- 
ings to take the chance involved 
in developing a new product for 
the people to try out. 


Use of Venture Capital 


This use of venture capital 
from savings Nas been the funda- 
mental requirement to enable 
the great progress that has taken 
place in the United States. Those 
with small incomes profited 
through being able to obtain 
these new things at lower and 
lower prices as production units 
increased. The competitive part 
of the private enterprise system 
accomplished such reductions in 
price, for every man was free to 
undertake any business where he 


| thought he could make a profit, 
except, of course, that patented 
articles had to run out their life 
before every one who cared to do 
so could produce them without 
buying licenses. However, the 
urge for invention that came 
about because of the patent sys- 
tem approved to be of the utmost 





from the time that Governor' more and with greater effective- 





(Continued on page 36) 








Volume 170 Number 4854 








THE COMMERCIAL &. FINANCIAL CHRONICLE 














Me —— 


» ©, 


ee ees 





-.-,and abroad 


If everybody in America wanted to go for a drive, we could 
all go at once. 


In Russia, it would take years to give everybody a spin 
around the Kremlin. 


Doesn’t this give you a pretty good idea of the advantage 
an living the American Way? 


The American Way is more good things for more peo- 
pie. Its method is mass production, using the tools sup- 
plied by private capital. Free enterprise furnishes the 
incentive ... open competition the spur. 


In Pure Oil language, this means keeping geologists 
scouting mountains and plains for new. oil fields. 


... it means spudding in more new oil wells each 
year, at six or seven times the pre-war cost. 


... it means adding major facilities at Pure Oil refin- 
eries to keep pace with technological advances. 


-.. it means operating and maintaining a complete 
transportation system as well as terminals and market- 
ing facilities to supply dealer stations and commercial 
consumers in 24 states. 





“FAMILY BUS” 
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Cars and people 
United States... 
Great Britain... 


4 people 
.a cor for every 24 people 


.a car for every 


a car for every 42 people 
a cor for every 294 people 


What dees gasoline cost? 
United States 21.9 cents a gallon 


eee eee nee 


Great Britain.......... 34.3 cents a gatlon* 
kn chine 94060464 72.4 cents a gallon* 
_ PEPEEV ELE STE EEL TE 85 cents a gallon 


(Above prices include federal excise taxes and import 
duties, where applicable, but not state and local taxes) 
*Before recent currency devaluation. 


>. . it means making large capital investments to 
keep up with the growing petroleum needs of America 


That's what it takes for just one company of the 
34,000 in America’s progressive petroleum industry. 
Recently, the petroleum industry observed Oil Progress 
Week, celebrating 90 years of benefits to America. 


Rely on it— American enterprise in the oil industry will 
mean you can keep right on expecting even greater progress 
in the years ahead—more and better petroleum products at 
reasonable, competitive prices. 


THE PURE OIL COMPANY 
OIL BUILDS FOR AMERICA’S FUTURE 
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If I were a lecturer, I could 


givé you an interesting travelogue | 


of my trip of over 27,000 miles 


around the world. For instance, | . . ° . ° ° 
| Prominent Mid-West banker, in recounting impressions of round-the-world 


tour on “Town Meeting of the Air,” comments on break-up of world’s great 
empires, and notes that this situation has led to worsening of trade advan- 
tages and has aroused fervor of nationalism that is adding to more restraint on 
Points out few governments now have balanced 
budgets and cutting up of regions into small nations is unsettling trade. Says 
U. S. as creditor nation has big role to play to help restore world trade, but 
doubts Point IV program can work without balancing our exports and imports. 


1 could | tell 
you of listen- 
ing to a fine 
orchestra play 
6S trauss 
waltzes in the 
Vienna 
Woods; or of 
a boat ride on 
the Sea of 
Galilee, where 
we dined on 
loaves and 
fishes freshly 
caught; or of 


viewing the ; most benefit from this trip, he 
ids of concluded to have with it a seminar 

ae fC W. L. Hemingway . : : 

Gizeh by iti e or round table discussion group | 


moonlight; or 
about the exquisite beauty of the 
Taj Mahai. You Bible readers 


will be interested to know that I | 


rode through “the Street called 
Straight” in Damascus, the oldest 
city in the world. To those of 
you who may be, as I was, unac- 
quainted with said street, I will 
explain that it is famous because 
there the conversion of Saint Paul 
occurred, If you are interested, 
xead Chapter 9 of the Book of 
Acts. Except for the automobiles 
‘ which squeeze through, the nar- 


row street looks now as it must | 


have looked then. But I will not 
compete with Burton Holmes and 
will turn to a discussion of the 
more serious par* of the trip. 


In order for you to better ap- 
praise the value of this report, I 
must tell you in a few words the 
character of the trip. Mr. George 
V. Denny, Jr., President of Town 
Hall and moderator of the Town 
Meeting of the Air, familiar to all 
radio fans, conceived the idea of 
each of twelve of the great capi- 
tals of the world and make his 
journey by air entirely around 
the world. In order to get the 





*An address by Mr. Heming- 
way before Meeting of State Bank 
Division of the American Bankers 
Association, San Francisco, Cal., 
Oct. 31, 1949. 
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to meet and talk with prominent 
leaders in the countries visited. To 
'accomplish this, he invited each 
of twenty-six national organiza- 
|tions to appoint a representative 
to go with him. In this way, he 
secured a very’ good cross section 
|of American men and women to 
/meet and talk with other men 
|and women in the selected capi- 
|tals on what he called a people- 
'to-people discussion of the sub- 
| jects of vital interest to them. I 
went to represent the American 
|'Bankers Association. 

As we spent only a few days 
in each place, you will under- 
stand why I used the word “im- 
pressions” in the 
speech. Much of our information 
| was gained in the seminars, where 
!' we listened to addresses and then 
had the privilege of questioning 
i|ministers of governments, and 
business and civic leaders about 
affairs in their country. What our 
eyes could see also helped to form 
our conclusions. 


| With this explanation, 


} 








I will 


' : / ; |now attempt to give you some of | 
x > > oc j Bar" 
waving one of his meetings in | the opinions I have formed on the‘ 


,}economic problems that confront 
those countries that we visited 
| and their relation to us. But in 
order to get some kind of an in- 
telligent background, I want to 
review briefly some _ political 
changes that have taken place 
during the twentieth century 





ject. 


international commerce. 


|and see 


title of this/| 


which bear directly on our sub- | 


By W. L. HEMINGWAY* 


Chairman of the Board, Mercantile-Commerce Bank & Trust Company, St. Louis, Mo. | 


What Happened to Great World 
Powers 


Let’s look at the great world | 
powers at the turn of the century | 
what has happened to/| 

them. First consider the British | 
Empire prior to the first Great War, | 
on which it was the Britons’ proud 
boast that “the sun never sets.” 
Britannia truly ruled the waves, 
but the Pax Britannica was draw- 
ing to a close before the eyes of 
an unsuspecting world. Britain’s 
plight today is too well known to 
relate, but I do want to call at- 


tention to the changed positions 


of its component parts. --For ex- 
ample, when we were in India 
and Pakistan, it was easy to see 
that they regarded themselves as 
independent nations and were 
celebrating Aug. 15 as we do the 
Fourth of July. The ties that bind 
them in the British Common- 


_doubtful strength. In fact, among 
many of their citizens there is a 
feeling of resentment toward 
those whom they 


of ‘colonialism,’ “exploitation,” 
“imperialism,” “domination by the 
white races,” and “hypocrisy of 
the democracies,’ etc. Then 
when you consider Ceylon, Bur- 
ma, Malaya, etc.,,much the same 
feeling can be expected. Also, 
the British mantle has been lifted 
from Palestine and Egypt. These 
several countries were, for all 
| practical purposes, integral parts 
|of the British Empire, economical- 
|ly and politically. 

The great German Empire lies 
prostrate, many of its cities in 


“Largest in Brooklyn and Long Island” 
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ruins, its colonies gone, and its | 
fate in the hands of its con-| 
querors. The Austro-Hungarian 


Empire is dismembered, and some 
of its former parts are now be- 
hind the “Iron Curtain.” Austria, 
the keystone of the old arch, is 
now a small nation of about seven 
million people, about the size of 
Maine, still occupied by the vic- 
tors of the last war, and anxiously 
hoping to get a peace treaty that 
will enable it to sustain itself. 
Holland, which successfully 
conducted a colonial system in 
Indonesia for many years, is now 
compelled to relinquish its sov- 


'ereignty over much of its empire. 


its 
in 


France is struggling to hold 
African and Asian colonies 


| spite of the growing cries for in- 
| dependence. 


Then. take a brief glance at 


] | what is left’ of the old sprawling 
wealth of Nations appears to bé of | 


and crippled Ottoman Empire of 
1912 with-its limbs lopped off, 
leaving Turkey as the trunk with 


|an area about the size of Texas 
regarded . as | 
their masters; and one hears talk 


and Oklahoma combined. Out of 
its former provinces, after some 
years under mandate to one of 


the great powers, have emerged 


the following seven nations in the 
Mid-East: Lebanon, Syria, Trans- 
Jordan, Iraq, Israel, Saudi Arabia 


fand Yemen. 


Trade Advantages of Large 
Empires 

Whatever may have been the 
faults and shortcomings of these 
old empires, they did provide a 
large area in which there was 
free trade and in which the highly 
industralized communities were 
balanced pretty well with the ag- | 
ricultural communities. There was | 
also a well organized exchange of | 
surplus products with neighbor- 
ing countries. This has been up- 
set by the wars. In most cases, | 
the partitions were made along 
political and even racial and re- 
ligious lines. -So, in addition to 
economic disequilibrium, there 
have been created racial and re- 
ligious differences, which make 
business cooperation between 
these countries very difficult. 


Impressions From a World Tour 


on this subject, I should tell you 
the views I expressed then. I said 
that Communism and Democracy 
are incompatible and there is no 
basis for compromise. I further 
stated that Democracy’s best 
answer to Communism is to put 
its own house in order, and tell 
the world what is being accom- 
plished, point to the faults and 
failures of Communism, and keep 
militarily strong—in other words, 


| to prepare spiritually and physi- 


cally for any test that may come; 
and I would like to repeat that 


_admonition here. 


| Aroused Fervor of Nationalism 


Now, my purpose in relating 
these facts so well known to you 
all is to emphasize the number of 
new nations, many of them small. 
In all of these, there is an aroused 
fervor of nationalism. This re- 
sults in a patriotic desire to be 
self-contained, to  industrialize, 
and inevitably to protect infant 
industries. At the same time, there 
is the demand for a better stand- 
ard of living, not to be put off 
until tomorrow but demanded to- 
day. So to answer these de- 
mands, it seemed to me that 
everywhere government had 
taken over more and more con- 
trols of business. Of course; in 
Europe, government has expro- _ 
priated a great many enterprises. 
In England, the Labor Party 
openly avows its purpose to take 
over more; but in France and 
Italy, we were told by govern- 
ment officials that they would go 
no further down the road of ac- 
quiring industrial properties and, 
except for public utilities, would 
at the proper time turn them back 
to private ownership. In fact, we 
were told often by government 
officials in several countries that 
they had taken the _ properties 
and engaged in the various busi- 
nesses only because private capi- 
tal was not available, and as the 
country needed the products, the 
government was forced into the 
business. In Turkey, they stated 
that they would sell to the busi- 
nessmen the industries govern- 
ment was operating; but I must 
report that some of the business- 
men said they were doubtful of 
the sincerity of the officials. They 
were looking for deeds instead of 
words. 

All of this that I have related 
adds up to a tendency for more 


|restraint of trade at a time when 


the commerce between nations is 
more disturbed than it has ever 
been. Unless there is some active 
-and wise leadership to avert it, I 
|fear we will see another period of 
| the extension of trade restrictions; 
‘and to restrain trade, tariffs are 
|not the only means. Even if ges- 
| tures are made in the way of re- 
|ductions in tarrifs — quotas, im- 


‘ : | port and export licenses, and mul- 

While dismemberings of the! tipje exchanges and exchange 
great empires have taken place, | permits are resorted to in order to 
the Russian Bear has been en-| control the flow of commerce. 





larging his territory and bring- 
ing under his sway some of the 
nations created out of the other 
old empires, such as Hungary, Po- 
land, Czechoslovakia, and also the 
Balkan nations. His influence 
has also spread into Asia, where 
a large part of that great conti- 
nent is now Communist and the 
pressure on the remainder is so 
strong that thoughtful people in 


much disturbed over the possible 
spread of this dreaded disease. 


Speaking of Russia, the question 
has often been asked me, since my 
return, about the opinions I 
heard expressed as to the proba- 


and Russia. Well, I regret to say 
that often I heard it referred to 
as inevitable at some time in the 
future, but not soon, and a fact 
already generally recognized. The 
subject is a very live one as is, 
also, the question of how to com- 
bat €ommunism. Inasmuch as I 





spoke before an audience in Delhi 


that part of the world are very | 


bility of war between the U: S. A. | 


' These evils are justified by claims 
lof emergency. One crisis after 
| another is pointed to. 


Few Government Budgets 
Balanced 
On the financial side, few gov- 
érnment budgets are balanced. 
| Many finance ministers reported 
'that the regular budget was bal- 
anced, but that the extraordinary 


'or emergency expenditures were 
'not included, as they must be 
| treated in a special manner. That 
currencies were generally inflated 
is proved by the recent devalua- 
tions of the currencies of twenty- 
odd nations. Everywhere there is 
a strong demand for capital; but 
due to unsettled conditions and 
lack of confidence, investors are 
hesitant. At the same time that 
government officials are crying 
loudly for the aid of foreign in- 
vestments, especially, American, 
their own people are unwilling to 
risk their money in their home 
\enterprises. It is easy to under- 
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Stand this feeling beeause of the 
talk of Worida War Iii, but I be- 
lueve more because of lack of con- 
liaence in the character and sta- 
biliy of their own government. I 
have aireaay poinied out how 
luany ot tnese countries have new 
aE Rate ge some only two years 
wid. 


Here I wish to discuss for a few 
minutes the political situation in 
tne Middie and Far East. You 
have already seen how unsteady 
the new guvernments of many of 
these countries are and can 
readily appreciate the difficult 
pioblems that face the wisest of 
siatesmen, but consider also the 
ambition and greed that activates 
some of those in power. For in- 
Stance, all was, on the surface, 
normal when we were in Dam- 
ascus; but a few days later, we 
read in the papers that the heads 
of the government who had 
usurped authority six months be- 
fore were overthrown and, after 
a military court-martial, shot at 
sunrise. How much more of this 
there may be is anybody’s guess, 
but the possibility of it in coun- 
tries where from 80% to 90% of 
the people are poor and illiterate 
is certainly to be expected. 
Boundary disputes are frequent, 
resulting in bad feeling with 
neighbors. 


Hundreds. of thousands of refu- 
Bees add their cries to the dis- 
traught scene. At the same time, 
the masses of the people have 
been awakened by the radio and 
and -the movies to long for better 
things; and the agitators have as- 
sured them that now their new 
government should provide these 
much desired blessings. So the 
new governments come forward 
with all kinds of social better- 
ments, good in themselves but 
new to their people and probably 
beyond their means to pay for 
them. At the same time, there 
appears to be the necessity for 
some kind of armed forces not 
only to maintain crder at home, 
but as a protection against neigh- 
bors. So the heads of these new 
governments of old lands find 
themselves hard up for money to 
pay for these luxuries, however, 
desirable they may seem to be— 
social security, military strength, 
and state ownershiv of means of 
production. It is doubtful if the 
European nations can afford these 
luxuries. It requires no stretch 
of the imagination to see how 
confused the political, economic, 
and social life of these peoples is 
—and how much we need a peace- 
ful decade or two in which these 
confusions may Le resolved into a 
wholesome and useful status. 


Effect of Bad Political Relations 


To illustrate tne unsettling of 
trade duc to bad political rela- 
tions, I refer to the division of 
India into the two new nations of 
Pakistan and India. The former 
is largely agricultural and pro- 
duces about 80% of the world’s 
supply of jute: whereas in the di- 
vision of the country, the mills 
are found in India. There is need 
for the growers of jute and the 
processors to work out some 
just relationship for the prosperity 
of both. But there are two million 
Pakistanis who fled or were 
driven from India; and there are, 
likewise, more than that number 
of Indians who are refugees from 
Pakistan. In this atmosphere of 
bad feeling. any guick and fair 
adjustment of the jute market is 
difficult, especially when the set- 
tlement is dependent upon gov- 
ernment negotiation. Meanwhile, 
until some agreement is reached, 
both sides suffer. 

While I am speaking of refu- 
gees, I must tell you of the dis- 
tressing and depressing effect 
upon seeing and talking with men 
who have been forced to leave 
their homes and live upon charity 
in camps where only the barest 
sustenance is provided. There 
are millions of them throughout 
Europe and Asia. The first we 
contacted were the displaced per- 
sons in Europe—people unwilling 


or unable to. go back to their 
homes, hoping in some way to 
start life over again. Theirs is 
a tragic fate. The next group we 
saw were the Jews in Israel, 
thousands of them in tents and 
huts, with little but their poor 
clothes to call their own, fleeing 
from persecution and _ seeking 
their promised land. They speak 
many tongues and, in order to ad- 
just themselves to their new 
home, must learn to speak He- 
brew and secure some means of 
livelihood. Sometimes it is much 
easier to do the former, although 
a great deal has been accom- 
plished in placing these new ar- 
rivals in industry and agriculture. 
Then we met the Arabs, former 
dwellers in Palestine, also living 


in tents 


ported by the generosity of the 


| United Nations, through the man- 


agement of the International Red 


Service Committee, and the 
League of Red Cross Societies. 
The question there, again, is 
where do they go from here. 
Some may be allowed to go back 
to their old home, but most of 
them must be settled in the Arab 





and barracks — men, ! 
women and children, now sup- 


states—no easy job. When the ap- 
| propriation of the United Nations 
iis exhausted this month probably, 
what is to happen to the more 
than a million of these people? 

I have already mentioned the 
refugees in Pakistan and India 
whese plight is also pathetic. 
Home and belongings gone, they 
were glad to escape the mas- 
'sacres, but wonder what they can 
do now in a land already over- 


populated. The stories of the 





Cross, the American Friends 





Middle Ages and cause one. to! 


wonder about. this — enli 
age. Man’s inhumanity to man 
still goes on. : 
Again getting back to the eco- 
nomic problems, we found in 
most of the countries we visited 
no lessening in tne biologic urge. 
The increase in population is one 
of the greatest problems that con- 
front the rulers of those coun- 
tries. Trying hard to make tongue 
and buckle meet, how can they 
feed more and more mouths each 
year? One thinks immediately of 
improving their agriculture, which 
in the East and Middle East is still 
primitive; and undoubtedly much 
can be done there; but what about 
England and Italy? The answer to 
all seems to be better agriculture, 


as much industrial production as 


| the country can provide, and then 
atrocities are reminiscent of the |—most important — development 





of world trade that will furnish 
markets for the goods created. 


Role of U. S. 


Here is where our country has 
a big part to play. As the rich- 
est and most powerful nation, 
with a well developed industrial 
machine and an agricultural sys- 
tem that balances it, we are in 
the best position to help restore 
world trade if we are willing to 
play the part of a great creditor 
nation. It will not be easy be- 
cause our experience and our 
habits of thought have been 
those of a debtor nation whose 
exports were needed to pay for its 
imports and its borowings, Can 
a country accustomed to high 
tariffs invite imports in sufficient 
volume to bring about some sort 
of equilibrium in world trade? 


(Continued on page 29) 





AS ONE BANKER TO ANOTHER — 











y the amount of its resources—the extent of its 


facilities? By speed and efficiency of service? No one, 


of course, would dispute these common yardsticks. But 


aren’t they, in your mind, just part of the story in any 


banking connection? 


Aren’t there certain intangibles that are just as im- 


portant? Isn’t one of these intangibles a real wallingness 


to help . . . not just on the day-to-day routine, but on all 


those tough little problems (big ones, too) that rise to 


plague us all from time to time? 


3rought up in a tradition of doing business the 


friendly way, the National City organization tries to offer 


more than just resources and facilities. Perhaps that’s 


one reason so many bankers so regularly use the many 


specialized services that National City Bank provides. 


THE NATIONAL CITY BANK OF 


Head Office: 55 Wall Street, New York 


Member Federal Deposit Insurance Corporation 
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My subject today is “Banks— | 
znd Central Banks.” From that 
taking-off point, I want to point 
cut.a few major differences be- | 
tween central | 
banks and 
commercial | 
banks and| 
some of the, 
responsi-| 
bilities they 
share in com-_| 
mon, and to | 
empha size, 
perhaps, the) 
effect of their 
operations on 
the level and 
health of our 
economic life. 
I do not in- 
tend 
you the an- 
swers to the questions I raise—as 
a matter of fact, I am not sure of 
ihe answers myself. But I do be- 








Chester C. Davis 





the relationship of the commercial 
banking system with the Fed- 
eral Reserve shoulc be examined 
clearly, objectively, and with can- | 


spirit, the commercial banks and 
the central banks can function | 


*An address by Mr. Davis before 
the National Bank Division of the 
American Bankers Association’s | 
Annual Convention, 
cisco, Cal., Oct. 31, 1949. 
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Banks and Central Banks 


Reserve Bank executive, after describing central bank’s functions and its 
importance, when independently operated, in regulating supply of money and 
credit, deplores link of Treasury to central bank policies. 
situation, Federal Reserve finds itself in strait-jacket and unable to expand or 
contract money supply as needed. Concludes nation needs thoroughgoing re- 
appraisal of central banking functions and advocates a national monetary com- 


s 4 y . * * 4 B 
‘0 Silve | civilizations of 


When bankers throughout the coun- 
try choose Land Title for prompt 
action on their title requirements, 
they’re enlisting the facilities and 
know-how of the world’s oldest title 
company. We’ve issued over a 
million title policies in the State of 
Pennsylvania. May we place this 
experience at the disposal of your 


‘ Mortgage Loan and Trust Depart- 


TRUST ¢ 


of that 


and 


standard of 
long 


banking is 


fuzzy thinking in connection with | Jn. 
it. Someone once said that there | was less than one billion dollars. 


San Fran-| are more people who know more | 
‘things that are not so about | 


living. 
experience, 
therefore, it is a little surprising 
that the general field of money, 
credit, 
understood, that there is so much 
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By CHESTER C. DAVIS* 


President, Federal Reserve Bank of St. Louis 


mission to study problem. 


rationally and with mutual under- money, credit, and banking than 
standing. 
The United States economy is a|™an’s experience. 
money economy. Most of the great 
the world have 
used money and credit in one form 
or another and have found it in- 
valuable in promoting efficiency 
‘ ve- | and a higher standard of living. In 
lieve that the problems involved in | civilizions of the world have used 
| money and credit in one form or 
another and have found it invalu- 
able in promoting efficiency and a 
higher 
der and good humer. In that | whan 


is true of any other subject in 


When the Constitution was 
_adopted, conferring on Congress 
the power to coin maney and 
regulate the value thereof, no one 
dreamed of checkbook money in 
the modern sense. Today bank 
deposits account for $140-billion 
of our astronomical money sup- 
ply of over $165-billion; currency 
outside banks, for $25-billion. In 
the year the Federal Reserve 
Banks were organized, total bank 
deposits were less than $20-bil- 
lion; money in circulation out- 
side banks, less than $4-billion. 
|Then, only 35 years ago, the 
|public debt of the United States 
| Today it is over $250-billion; it 
is growing; and it dominates the 
monetary picture here at home. 


i 
| 


The Money Supply 

In today’s complex economy, 
even the term, money, is not de- 
| fined in simple universal lan- 
| guage; so I hasten to explain that 
in my figures I lumped currency 
in circulation and bank deposits 
togther and called the total our 
money supply. Most people would 
classify as money the currency 
and coin held outside the Treas- 
‘'ury and the banks—that’s $25- 
| billion. But you can convert your 
|demand deposit at the bank to 
/currency merely by signing your 
name; and 95% of all money set- 
tlements are made by check, any- 
way, so obviously the deposits 
subject to check have to be 
counted as a part of the money 
supply. That’s $83-billion more— 
or $108-billion. You might draw 
the line here, but there’s another 
$58-billion or so in savings ac- 
counts which can be converted 
pinto currency or checking ac- 
counts without much trouble: and 
some would think of that as 








to over $165-billion. Then there 
are $56-billion in Savings Bonds 
outstanding, redeemable on de- 
mand. Are they money? Let’s 
stop before we get that far. 


| This year, then, the rough total 
of bank deposits and currency is 





crease come about? Bank loans and 
investments increased $83-billion 
in that decade, from $50-billion to 
$133-billion, mostly in U. S. Gov- 
ernment securities. Federal Re- 
serve Bank holdings of govern- 
ment securities increased more 
than $20-billion in the decade, 
from the $2'%-billion owned in 
1939. The answer lies in that com- 
bined total increase of over $100- 
billion in debt owed to the private 
banks and the Reserve banks, 
mostly by the government. 


The reserves which made pos- 
sible the wartime expansion of 
bank credit and of the money 
supply came partly from the big 
gold inflow which continued 
through the thirties until the war 
checked it, but mostly from delib- 
erate Federal Reserve policy to 
keep the banks supplied with re- 
serves in order that they might be 
in position to finance the war to 
the extent not covered by taxa- 
tion and by bond sales to private 
investors. That national policy 





running first to its depositors and 
stockholders and second to the 
economy as a whole, will match 
their total responsibility for the 
country’s money supply. 


Where the Central Bank Comes In 


Here’s where the central bank 
enters the picture. The govern- 
mental responsibility for regulat- 
ing the money supply has been 
delegated in large measure to the 
Federal Reserve System, which is 
the central bank of this nation. 
Let me emphasize something here 
which I think most bankers are 
prone to overlook. Allan Sproul 
will, I think, discuss it more fully 


Says, under this 





through the commercial banks. |at Wednesday's general session. 
ae gem a ee Nagy ie gre monn | credit and monetary policy is the 
the role of lee: Ror sot | ps ep cori Al Con 
in its creation and management. | gress. This is not a divisible re- 
atoumciotion ond the lending of | en tea ceaeeithes satemeaa tas 
funds. Thus they deal with money | Federal Reserve shares a field im 


| and credit, and in gathering and | which many other agencies oper— 


lending funds perform a basic and late, but not in its legal responsi- 
useful service that contributes to|pility in the field of monetary 
economic well-being. So, you/control in which its duties cover 
might say, do insuraice compa-|the whole of our economy and 
nies, mutual savings banks, and | touch the lives of all our people. 

other financial institutions. But| Like other central banks, it ex- 
the commercial banking system is|ercises certain natural central 
unique among financial institu- | banking functions — it influences 


money, too—bringing the supply | 


‘of our economy when 
‘either extreme—when the supply 


$165-billion; 10 years ago the total | 
was $60-billion. How did the in- | 


tions in that it can lend not only | the volume of credit, provides an 


the funds it accumulates from | 
thousands of stockholders and mil- 
lions of depositors, but it can cre- | 
ate new funds through its lend- 
ing process. It can do this be- 
cause commercial banking in this 
country operates on a fractional 
reserve principle and because our 
economy operates mainly with | 
checkbook money rather’ than 
with currency and coin. 

All this is so elementary that it | 
may be out of place in this group | 
to state the fact that deposits are 
created as bank credit expands, 
as loans and investments by banks 
increase. Deposits are erased as 
bank credit contracts, as_ their 
loans and investments shrink. The 
growth of deposits is made pos- 
sible by the availability of re- 
serves to the banking system for 
loans and investment; conversely, | 
the contraction of deposits may | 
be caused by the withdrawal of | 
reserves. 

The unique power of the com- 
mercial banking system to create | 
or extinguish deposits carries with | 
it a major responsibility to main-| 
tain the supply of money needed 
to carry on high level economic 
activity. If the supply is too large, 
it will lead toward price inflation; 
it is too small, it will lead toward 
deflation. The commercial bank- 
ing system makes a major contri- 
bution to the efficient functioning 
it avoids 


{ 
| 


of money and credit is in reason- 
able balance with the supply of 
|goods and services and the flow 
of income and expenditures. 


This is a very large order. At 
times, the total responsibility may 
conflict with the incentives and 
principles that ordinarily shape 
individual bank policy. In an in- 
|flationary period, even though re- 
straint on further expansion of 
the money supply may be desir- 
able, it is not reasonable to expect 


| their 


| be made 


elastic currency through the note 
issue of the Reserve Banks, re- 
discounts for member banks, holds 
reserves, acts as a nation- 


wide clearing house for bank 


|'checks, and serves as fiscal agency 
|\for the U. S. Treasury and other 


government agencies. 

In organization, it is not quite 
like any other central bank in the 
world. It is peculiarly a United 
States institution designed to 
work in this country. It is a fed- 


|eral system—a national institution 


with a regional organization, It is 
privately owned by the member 
banks; but except for the 6% divi- 
dend on their stock fixed by law, 
they do not share in earnings 
which, after reserves, pass into the 
U. S. Treasury. Thus the system is 


|designed to operate in the public 


interest. 


Purpose of Federal Reserve 
System 


Aside from its important but 
routine services, the principal 
purpose of the Federal Reserve 


System is to influence, in the pub- 
lic interest, the supply, availabil- 
ity, and cost of money. The statute 
spells out rather meagerly the 
guides to Federal Reserve policy. 
Thus discount rate changes are to 
“with the view of ac- 
commodating commerce and busi- 
ness’; open market operations are 
given that objective with the 
added requirement that they be 
conducted “with regard to their 
bearing upon the general credit 
situation of the country.’ Changes 
in reserve requirements are to be 
made “in order to prevent inju- 
rious credit. expansion or contrac- 
tion.” The Board of Governors has 
stated the principal purposes of 
the System to be regulation of the 
“supply, availability, and cost of 
money with a view to contribut- 
ing to the maintenance of a high 
level of employment, stable val- 
ues, and a rising standard of liv- 





banks to overlook good loan and 
investment opportunities if lend- 
able reserves are at hand. In a 


ing.” Any way you state it, the 
| objective is broad. 
| Now I come to the most diffi- 


was carried out by the Federal banks, each with its responsibility 


depression, very naturally caution | cult part of my talk, or of any 
becomes more pronounced in bank 'talk or article about money—the 


management policy, even though| part bank reserves play in the 


the tightening-up process e€n- contraction or expansion of the 
larges over-all difficulties by con-| money supply. To influence the 
tracting the supply of money. 'supply, availability, and cost of 


There are more than 14,000|money, the Federal Reserve de- 
banks with almost 4,500 branches; pends mainly on its ability to in- 
in the banking system in this| crease or decrease bank reserves, 
country. These generally have aj which constitute the legailv re- 
fine spirit of cooperation and an | quired basis of bank credit o1 
extremely high degree of organi-| money. It not only calls attention 
zation on national, state, and re-/|to the need for expanding or con- 
gional levels. Even so it is not’ tracting credit, but it tries to see 
likely that the sum of the acts| that appropriate steps are taken, 
‘of these thousands of individual| working with and through the 
commercia! banks, to expand or 
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contract bank reserves. It is an 
understatement to say that gen- 
erally the commercial banks don’t 
' Jike restrictive action on their re- 
serves. 


It is not necessary to explain to 
this group how, under the legally 
required fractional reserve system 
in effect in this nation, total loans 
and investments of banks can be 
expanded to a point several times 
the amount of the reserve re- 
quired but cannot go beyond that} 
point unless new reserves become | 
2vailable. System action to influ- | 
ence the volume of bank reserves | 
is along two lines: (1) Within the | 
limits fixed by Congress, it may | 
change the legally required re-| 
serve ratios. Given the same vol-| 
ume of reserves, a legal reserve | 
ratio of 20% obviously will sup-| 
port only half as large deposits as | 
one of 10%. (2) It may set out to} 
increase or decrease the actual | 
amount of reserves available to| 
the banking system. 





| 
The Gpen Market Operations | 


It does this mainly by buying or | 
selling government securities in| 


the open market — this is called | 
the “open market operations.” | 
When the System buys govern- 


ment securities it adds to bank re-| 
serves; when it sells government | 
securities, it contracts bank re-| 
serves—or it makes direct credit | 
available to its member banks by | 
lending on their assets. When) 
member banks borrow, the funtis| 
are placed in their reserve ac- 
counts and thus increase reserves. 
When the borrowings are repaid, 
the banks draw on their reserve 
accounts, which thus are reduced. 


There is a widely held notion— 
even among bankers — that the 
Federal Reserve Banks get their 
power to buy and own invest- 
ments from the reserve deposits of 
member banks. This is not the 
case. Their ability to buy invest- 
ments—to extend credit either in 
the form of reserve note currency | 
or deposits in the reserve accounts 
—is derived from a_ statutory 
grant and not from the deposits 
entrusted to them by member 
banks. This is inherent in the very 
nature of a central bank; it is an 
important distinction between the | 
central bank and the commercial | 
bank of deposit. 

Traditionally, a_ central bank | 
werks as follows: If the general | 
economic situation seems to be in- | 
flationary—in other words, if the 
supply of money seems to be out- 
running the supply of goods and 
services immediately available— 
the central bank wishes to see that 
supply of money contracted. 
Therefore, it attempts to put pres- 
sure on bank reserves. It attempts 
to reduce their volume by selling 
government securities, by making 
it more difficult for banks to bor- 
row, or it attempts to raise re- 
serve ratios so that credit can ex- 
pand by a smaller amount on the 
same volume of reserves. Thus it 
puts on the brakes. It attempts to 
hold some of the _ inflationary 
forces in check. 

In a deflationary situation, the 
System adds to the volume of 
bank reserves to make money 
‘easier. System restrictive action 
tends to be more directly effec- 
tive than its expansionary action. | 
Since Federal Reserve action nor- | 
mally runs counter to the way the | 
economy is running, the. central | 
bark tends to be unpopular all of | 
the time. It is always going against | 
the stream. When times are boom- | 
ing, its policy is to tighten down | 
and hold the boom to reasonable | 
proportions as far as monetary ac- | 
tion can affect it. 


Central Banks Should Not Seek 
Popularity 

After all, the public -agency 
which is given this responsibility 
by the government should not! 
seek popularity, but understand-| 
ing. The public, ineluding the 
bankers, frequently becomes irri- 
tated over Federal Reserve ac- 
tions. They should be judged in the | 
light of the fact that as long as 
we have a money economy, some | 


public body will have this job to| 








do. Perhaps some better agency 
can be devised than the Federal 
Reserve System; perhaps a better 
‘job could be done than has been 
lor is now being done. But what- 
ever the agency, if it met its re- 
sponsibilities, it would never be 
popular. It would be best off with 
public understanding and respect. 


It is of extreme importance that 
the responsibility and purpose of 


the System shall be administered 


so as to affect the economy im- 
partially. The Congress confers 
broad powers upon the Federal 
Reserve System, which in turn at- 
tempts to set broad limits to the 
money supply and the cost and 
availability of credit in the aggre- 
gate. Within those limits, the in- 
dividual banks operate as they see 
fit—-subject, of course, to bank 
supervisory authorities. 

So far I have discussed in a hit- 





or-miss fashion the past and pres- 
ent functions and responsibilities 
of the banking system and the 
central bank. Viewed objectively, 
they are parts of the same picture, 
in essential harmony both with 
each other and with the free en- 
terprise system as we know it. 
Central bank action does not de- 
termine what an individual bank | 
or an individual borrower may or | 
may not do—it merely sets broad 
and impartial limits to action. 


‘But successful institutions must) 
change to meet changing economic | 
conditions. Since the outbreak of 
war, because of special circum- 
stances, the Federal Reserve Sys- 





tem has not always been equipped | 
adequately with very) 


to deal 
sharply changing economic condi- 
tiens. Today we face a situation 


inflationary phase..Next year may 
again be different. Federal Re- 
serve System powers to deal with 
deflation, as far as monetary au- 
thority can cope with it, are much 
more adequate than they were 20 
years ago when the depréssion of 
the thirties set in. We can provide 


funds when needed by the markét- 


A major deficiency of the banking 
system that aggravated business 
conditions in the past thus no 
longer exists. For practical pur- 
poses, we have virtually unlimited 
means of supplying the market 
with additional reserves. On the 
basis of existing legal require- 
ments, we could more than double 


our outstanding note and deposit 
liabilities. We also can lend to 
banks on many more classes of 
assets than was possible before 


different from that of a year ago | 1935. The System also can reduce 


when the economy was still in an 








Z 


| reserve requirements substantially 


— 


if that should -prove.to be-.neces- 
sary. 


How Federal Reserve Finds Itself 


“? 


In Strait-Jacket 


But sometime in the future, 
should inflationary conditions Fe- 
sume, the System will find itself 
back in the strait-jacket which 
it occupied recently — powerless, 
while it exercises.its responsibil- 
ity for stability in the government 
bond market, to offset forces that 
make :-for monetary inflation. I am 
sure I need not discuss in any de- 
tail the much disputed question of 
credit control versus support of 
the government security market. 
But it brings up a point that is 
not too well appreciated. The Fed- 
eral Reserve System has been 
| criticized as being subservient to 
the Treasury, and for not acting 
independently, with its support of 





(Cortinued on page 44) 





AN OUTSTANDING FEATURE OF 
CHASE MONEY TRANSFERS 
























































PN 


a 
: , y WA) 
» Ss tt } 
: Siraad iyi! / 
‘ 
= \ i} 


mm 


N 


| 


i 








The rapid transmission of funds so vital to é 


ization, modern methods of communication and 


broad nationwide coverage. 


When a transfer order is placed with Chase, it 
is processed immediately by a staff of specialists 
and sped to its destination via telegraph, tele- 
type or telephone. An important and flexible 


link in this efficient transfer system is our net- 1] 


our customers. 


American commerce and industry largely de- | 


pends on three basic factors—an efficient organ- 


eee 


work of correspondent bank relationshi ps which 
enables us to direct transfer orders to desig- 


nated points throughout the nation. 


We offer unexcelled facilities for the direct 
transfer of funds to all parts of the United | 
States and welcome the Opportunity of serving | 


‘ 


A 
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THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposst Insurance Corporation 
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News Apout BANKS 
AND BANKERS 


CONSOLIDATIONS 


CAPITALIZATIONS 





Roger F. Murray was elected 
‘to the Board of Trustees of the 
New York 
Savings Bank 
of New York 
at a meeting 
held Nov. 9. 
Mr. Murray is 
a Vice-Presi- 
dent of the 
Pankers Trust 
Co. of New 
or .2, i2 
charge of the 
Economics 
and Business 
Research De- 
partment. He 
served in the 
United States 
Air Force 
from March, 1943 to December, 
1945, when he was released from 
active duty as a Captain. The new 
York Savings Bank is located at 
8th Avenue and 14th Street. 


% % # 


Cecil T. Aulph, first agent, in 
eharge of the Bank of Montreal’s 
Wew York office, announced the 
edlebration on Nov. 3 of the 90th 
anniversary of its establishment 
here. The office is the first Ca- 
nadian banking agency opened in 
the United States. Nov. 3 also 
marked the 132nd birthday of the 
parent bank, the oldest bank in 
Canada. Progress of the New York 
office has paralleled that of the 
parent bank which now has re- 
sources exceeding $2,000,000,000, 
over 500 branches in Canada, and 
offices in Chicago, San Francisco 
and London, England. Over the 
years many executives from the 
New York office have graduated 
to top positions in the head office 
at Montreal. Outstanding exam- 
ples of this are B. C. Gardner, 
now President of the bank, and 
Gordon R. Ball, at present General 
Manager, both of whom formerly 
headed the New York office. The 
parent bank’s first New York rep- 
resentatives were Prime, Ward and 
Sands, appointed in 1818, one year 
after the bank opened in Mon- 
treal. In 1859, the bank set up its 
office here in a single room at 23 
William Street. In 1918 the office 
absorbed the agency of the former 


Bank of British North America 
and, four years later, merged with 


Roger F. Murray 





the agency of the Merchants Bank 
of Canada. This combined three of 
the oldest Canadian bank agencies 
in New York. In 1910, the office 
moved to its present quarters at 
64 Wall Street, near the site of 
the famous buttonwood tree under 
which America’s first stockbrokers 
met and organized the New York 
Stock Exchanze in 1792. 
* 3 * 

James A. Bruce, former Ambas- 
sador to the Argentine, has been 
elected a member of the board of 
directors of Chemical Bank & 
Trust Co. of New York, according 
to an announcement made by N. 
Baxter Jackson, Chairman. Mr. 
Bruce, who was born in Baltimore, 
holds the degree of Litt.B. from 
Princeton University 1914 and an 
LL.B. from the University of 
Maryland 1916. Before becoming 
Ambassador to the Argentine, he 
was a member of many hoards 
from all of which he resigned. 
Since his return to the United 
States he has again accepted mem- 
bership on the following boards: 
Republic Steel Corp., American 
Air Lines, Commercial Credit 
Corp., General American Investors 
Co., First York Corp., American- 
Hawaiian S.S. Co., and the Mary- 
land Casualty Co. Mr. Bruce 
served as a Captain in World War 
I and acted as Assistant Military 
Attache to Italy and representa- 
tive of the Peace Conference in 
Montenegro and Albania in 1919. 
On Oct. 7 of this year he was 
nominated as head of the Foreign 
Military Assistant Program. 

* 2% 

The Guaranty Quarter Century 
Club, honorary organization of 
employees, officers, and directors 
of Guaranty Trust Co. of New 
York who have served the com- 
pany for 25 or more years, heid 
its ninth annual dinner and re- 
union on Nov. 4 in the grand ball- 
room of the Waldorf-Astoria, with 
600 attending. The club has in- 
cucted 1,058 members and in- 
cludes in its roster more than one- 
fifth of the bank’s active staff, as 
well as 150 members retired on 
pension, and chapters in the com- 
pany’s branches in London, Paris, 
and Brussels. Cecil C. Lescher 
presided at the dinner and was 
succeeded as President by Charles 
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F. Maine. Harry E. Hair spoke for 
fhe 43 new members inducted 
‘during 1949. Senior officials of 
the bank who are members of the 
club include J. Luther Cleveland, | 
Chairman of the Board; William | 
L. Kleitz, President; and W. Palen | 
Conway, Charles E. Dunlap, Cor- | 
nelius F. Kelley, William C. Pot- | 
ter, George E. Roosevelt, and) 
Eugene W. Steison, all directors. | 
os co cs 


The Quarter Century Club of | 
the New York Trust Co. at 100° 
Broadway, New York, held its | 
annual dinner at the Terrace Room | 
of The Plaza Hotel on Nov. 7 
which was attended by 156 mem- | 
bers who witnessed the installa- 
tion of the following newly elected 
officers: Frank Lavery, President; 
Charles Fountain, Vice-President, | 
und Madeline A. Becker, Secre- 
tary. 

* + — 

The Dollar Savings Bank of the 
City of New Yerk has just ex- 
panded the service facilities at its | 
170th Street office by opening a 
new unit of nine tellers’ windows 
on the mezzanine floor and by in- 
stalling an escalator for easy ac- 
cess to the new unit. Robert M. 
Catharine, President of the bank, 
described the expansion as an an-_| 
swer to the urgent necessity for 
adaitional service space created by 
the growth of this office. The 
170th Street office of the Dollar 
Savings Bank, between Grand 
Concourse and Jerome Avenue, 
was opened June 24, 1946. More | 
than 300,000 depositors, it is said, 
are served by the bank’s five of- 
fices. 

fk * 


| comfort of depositors and. effi- 


cient operation by the bank’s em- 
ployees, Mr. Lee pointed out. He 
added that care hes been taken to 
keep the architecture contempo- 
vary in character and at the same 
time to establish a frank expres- 
sion of the functien of the build- 
ing. The executive offices and 
conference room, along with the 
mortgage department, statistical 
department and telephone switch- 
zoard, will be housed on the fourth 
floor. An underground’ vault 
weighing over 3,000,000 pounds 
and containing 7,500 safety de- 
posit boxes is protected by a 25- 
ton door. Customer relations on 
the main banking floor will be 


' enhanced by the presence of uni- 


formed service aides. specially 
trained to assist depositors. 
% % % 

Effective Oct. 18, the First Na- 
tional Bank at McKees Rocks, Pa. 
increased its capital from $150,000 
to $200,000 by the saie of $50,000 
of new stock, according to the 
Oct. 24 Bulletin of the Office of 
the Comptroller of the Currency. 

* x % 


The election of John Pickens as 
Assistant Vice-President of the 
Union Planters National Bank & 
Trust Co. of Memphis, Tenn., was 
announced on Oct. 28 by Vance 
J. Alexander, President. Mr. 
Pickens resigned on Nov. 1 from 
his post as Assistant State Direc- 
tor for the Federal Housing Ad- 
ministration, began his association 
with the bank on Nov. 1, the 
Memphis “Commercial Appeal” 
reports, and in indicating his pre- 


| vious activities states that he was 


| Bank Examiner for the State of 


At a recent meeting two new 
members were welcomed to the 
25-Year Club of the Roosevelt 
Savings Bank of Brooklyn, N. Y., 
by Adam Schneider, Jr. The new- 
comers, August J. Schneider and 


| William J. Kubat, received their 


25-year pin. This 
inembership of the Club to 19. 
Others to receive pins included 
Olive Burch and Henry Siebert, 20 
years; Paul S. McComsey and 
Harry Wark, 15 years; and Fred 
Ris, 10 years. Officers of the club 
are B. George Engelke, President, 
and Dorothea M. Mueller, Vice- 
President and Secretary. 
* % x 

The 8Cth anniversary of the 
Community Savings Bank of Ro- 
chester, N. Y. was observed on 
Nov. 1, on which date, it is stated, 
its deposits were nearly $76.000,- | 
000. Souvenir matches and pocket 
calendars commemorated the an- 
niversary, said the Rochester 
“Times Union” which states that | 


brings total 


the bank assumed its present name | 
in June 1944 with the merger of | 
the old Mechanics and East Side | 
Savings Banks. The Mechanics | 
was founded in 1867, the East Side 
two years later. Charles W. Car- 
son is the present President of 
the bank. 
+ *& & 

Lovett C. Ray, President of the | 
Citizens Trust Co. of Providence, | 
R. L, has been elected a trustee 
of the Citizens Savings Bank of 
that city, according to the Provi- 
dence “Journal” of Oct. 26, which | 
notes that the two banks hav: 
been closely associated for many 
years, and since July 1947 have 
occupied joint banking quarters. | 
It is further noted that the Citi- | 
zens Trust until January of this 
year was known as the High Street 
Bank & Trust Co. 

Be * od 

William J. Boyle was on Nov. " | 
appointed Assistant Comptroller | 
of Land Title Bank and Trust Co.. 
Philadelphia. 

% % * 

The new quarters of the main 
ctfice cf The Western Saving Fund | 
Seciety of Philadelphia at Broad 
and Chestnut Streets, will open | 
on Nov. 14, it is announced by | 
P. Blair Lee, President. The event 
will mark the end of a 93-year 
tenure at 10th and Walnut Streets. | 
The Society’s new home will pre- | 
sent many innovations in bank ar- 
chitecture, all designed for the 


Tennessee for four years and then 
was associated with the Federal 
Lund Bank of Lcuisville for 16 
years and was Vice-President at 
the time of his resignation. 

The formal inauguration of the 
Memphis Bank & Trust Co. of 
Memphis, Tenn. as a bank of de- 
posit, had its inception on Oct. 25. 
Orizginally known as the Memphis 
Savings & Loan Co.. and later as 
the Memphis Trust Co., the insti- 
tution, now operating as the Mem- 
phis Bank & Trust Co., was re- 
cently authorized to receive de- 
posits. John Alden Parsons is 
President. An item bearing on the 
institution’s recently announced 
plans appeared in our issue of 
Oct. 15, page 1060. 

as a 


The Munroe & Chambliss Na- 


| tional Bank of Ocala, Florida, re- 


ports that its capital was enlarged 
on Oct. 19 from $125,000 to $150,- 


| 000 by a stock dividend of $25,000. 


: * HK 
W. Pat George, who has been 
Assistant Vice-President of the 
Union National Bank of Spring- 
field, Mo. since 1946, has been 


| elected President and director of 


the Lakewood State Bank of Dal- 
las, Tex., a post which he assumed 
on Nov. 1. Announcement of this 
was made by R. G. Storey, Chair- 
hain of the Board of the Dallas 
institution, it is learned from the 
Dallas ““Times-Herald” which’ says 
that Mr. George is also Vice- 
President and director of the First 
National Bank of Berryville, Ark. 
ar x cs 

The First National Bank of Sc- 
guin, at Seguin, Texas, auzmented 
its capital on Oct. 13 to the extent 
of $15,900 through a stock divi- 


| dend, the capital thereby becom- 
| ing $190,000 as against $175,000 


previously. 
% we % 

The Bonner County National 
Bank of Sand Point, Idaho (with 
a common capital of $65,000) was 
placed in voluntary liquidation on 


Oct. 17, having been absorbed by | 
' the Idaho First National Bank of 


Boise, it was reported in the Oct. 
24 issue of the Bulletin of the 
Office of the Comptroller of the 
Currency. 

°k & * 


After a banking career covering 
51 years, of which for 27 years he 
has been associated with the Bank 





of California, National Association 
of San Francisco, James J. Hunter, 
its President, has requested that 
he be relieved of his duties at the 
close of the year. In indicating 
the granting of his request by the 
directors, the San Francisco 
“Chronicle” states that the board 
has announced its intention of de- 
Signating Elliott McAllister as 
President. The latter, who has 
been with the bank for 30 years, 
is at present Vice-President, in 
charge of the foreign department. 

Henry Duque of the legal firm 
of Adams, Duque, Davis & Hazel- 
tine, was elected a director of 
Union Bank & Trust Co. of Los 
Angeles at the October meeting of 
the Board, according to President 
Ben R. Meyer. A native of Los 
Angeles, Mr. Duque holds an A. B. 
degree from the University of 
California and an LL.B. from the 
Harvard Law School. He is Presi- 
dent of Greater Los Angeles Plans, 
Inc., a member of the Los Angeles 
Bar, the California State Bar and 
American Bar Associations and 
also holds membership in the 
Stock Exchange and other clubs. 


Harry A. McDonald 
New SEC Chairman 


Harry A. McDonald has been 
elected Chairman of the Securities 
and Exchange 
Commission, 
the first Re- 
publican to 
hold the post 
since the Com- 
mission was 
established. 
Mr.McDonald, 
who has been 
a member of 
the Commis- 
sion since 1947, 
formerly was 
a partner of 
McDonald, 
Moore & Co., 
Detroit, Mich., 
members of 
the Detroit Stock Exchange. 


Municipal Bondwomen 
Of New York Elect 


Vera M. Smith of Shields & Co. 
was elected President of the Mu- 
nicipal Bondwomen’s Club of New 
York for the ensuing year. Jean- 
ette H. Wilson of Drexel & Co. 
was elected Vice-President; J. 
Elizabeth Dickinson of Lee Hig- 
ginson Corp., Secretary; and Anne 
C. Van Vechten of Braun, Bos- 
worth & Co., Inc., Treasurer. 


Newly elected members to the 
Board of Governors are Olga E. 
Fluck of Brown Brothers Harri- 
man & Co., and Gladys S. Degner 
of King, Quick & Co., Inc. 


EE — 


Lemlein to Manage 
Jacques Coe Dep’t 


Jacques Coe & Co., 39 Broad- 
way, New York City, members of 
the New York Stock Exchange, 
announce that Harold L. Lemlein 
has become associated with the 
firm as Manager of its investment 
department. 


This department will do a gen- 
eral business in listed and unlisted 
securities, specializing in mutual 
funds. 

Mr. Lemlein was formerly with 
J. Arthur Warner & Co. 


E. T. McCormick 
Named Member of SEC 


Edward T. McCormick of Ari- 
zona has been named by President 
Truman to membership in the 
Securities and Exchange Commis- 
sion, succeeding Edmund Han- 
rahan. The recess appointment 
will have to be confirmed by the 
Senate later. 


Harry A. McDonald 
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~~ ~-“We Hope It Is Not Typical! 


“Aye, we are heading for a crisis in Britain. The 
workingman is beginning to see it. But up here we 
have had crisis after crisis—and in the past we had 


no Labor Government. 


“Before the first war and in the Thirties, 70% 
of Tyneside was unemployed. Across the river. in 
Jarrow—the worst hit town in England—95 out of 
every 100 men lived off the dole. We came through 
that. Now with the Labor Government in we think 
it can’t happen again—not like it was. 


* 


“There will not be bad unemployment again so 
long as the Labor Government is in power. If the 
. Worst comes to worst they will nationalize industry, 
but we don’t want that now. It is not needed yet. 
“But if the unions make up their own minds first, 
then come to us and tell us what is to be done— 
we'll do it. We’ll work longer hours or even take a 
cut in pay so long as everyone makes the same sac- 
rifice—not just the workers. Freeze profits, I say. 
Bring down the cost of living and let Sir Stafford 
Cripps make bloody well sure no one is making 
huge profits out of the workers’ extra effort.’”— 
Wage earner and veteran trade unionist in New- 
castle-on-Tyne as quoted by Benjamin Welles in the 


New York “Times.” 


This sort of “ideology’ 


foundation upon which to erect a British economy 
capable of the feats it must accomplish if Britain is 
to stand on its own feet among the first-class nations 


of the earth. 


b 


is, we are afraid, a poor 





Impressions From a World Tour 


(Continued from page 25) 


Unless we do follow up our pyo- 
Zram inaugurated by the Recip- 
rocal Trade Agreements Act, we 
will find that the so-called dol- 
lar shortage will become a lack of 


|} are willing to buy. 


orders for our surplus agricul- 
tural products; and then the ques- | 
tion will be whether to dump} 
them in the gcean or to burn| 
them. I don’t think we will plow 
up every other row, or kill the 
little pigs, but we will have to 


find some other expedient. Cer- 


tain manufactured goods that 
have been sought after abroad | 
cannot be had unless the coun- 


tries seeking them can exchange 
their goods or services for dol- 
lars. It is hard to realize 
popular our goods are abroad. I 
made it my business on this trip 
to inquire why countries short of 
dollars did not buy in other coun- 


how | anything we undertake. The sto- 


| thing they are accustomed to that 


tries. The answer invariably was | 


that they prefer our products be- 
cause they regard them as 
perior to others, and then we can 


SU- | 
| Supermen 


and do make prompt deliveries. | 


To illustrate the high esteem in 
which our gocds are held, the 
following story was told to me in 
Turkey. My informant said 


that | 


the word nylon is used as an ad-| 
jective to denote best quality. It| 


is even used when a man speaks 
of a beautiful girl as a nylon 


girl—tthe highest compiiment he | 


could pay her. Whether authentic 
or not, it tells of the great respect 
they have for our manufacturers. 
But unless some way is found for 
those people to. sell their prod- 
ucts to us or to others who have 
gotten doilars by the sale of their 
goods, they cannot buy from us 
the things that they so highly 
cherish and that we can supply. 

However desirable the objec- 
tives of President Truman’s Point 
Four program may be, it cannot 
take the place of a steady flow 
of commerce. Technical assist- 


ance will no doubt improve the} 


quantity and quality of the prod- 
ucts of countries aided, but loans 
will only add to the need of more 


dollars, once the principal is 
spent. Wise statesmen will not 
burden their governments with 


loans contracted to meet this sit- 
uation. Investments that may be 
rnade abroad will aid in improv- 
ing their economy and may lessen 
their need for our goods, but the 


| formed 


fact will still remain that we 
cannot continue to sell unless we 


Here let me tell you of the way 
the people of foreign lands are 
looking to us. In Europe, where 
the people are fairly well in- 
about this country and 
resources, there is generally 
an intelligent understanding of 
the world situation and an ap- 
preciation of our limitations; but 
as you go farther and farther east, 
there seems to be no limit on 
what they think we can do. The 
Orientals have vivid imagina- 
ticns, and it is not difficult for 
them to believe that we can do 


its 


ries of our industries, our trans- 
portation systems, our manner of 
living—all are so tar beyond any- 


they are disposed to think that 
we have some miraculous power. 
That is to say, they regard us as 
in the selfish, sordid 
meterial things of life, with no 
appreciation of the spiritual side 
of life, which they feel they have 


developed so highly. While en- 
tertaining a kind of pity for 
people of such low existence, 


they are quite willing to accept 
the rewards ihat come to us 
from practicing the base habits of 
industry and thrift. In fact, some 
rather demand from us actions 
becoming of trustees who have 
been intrusted with great wealth 
and charged with a moral obli- 
gation to help those less fortu- 
nate. That feeling is one that we 
all know is not infrequent in the 
hearts of the “have-nots” towards 
those who have. It is my opinion 
that few people in any of the 
countries which have received 
wid from us corsider that we have 
any but the most selfish motives. 
One hears talk of “Yankee impe- 
rialism,” of “economic penetra- 
tion,” ete. Military alliances and 
aid they can understand, but the 
great majority of foreigners are 
puzzled to know just what causes 
us to give away such stupendous 
quantities of our goods. 


is all new to you, but it has prob- 


ably been more cr less this way 
from the beginning of time, so 
why worry?” But one can’t shake 
off the feelings that come after 
experiences such as I have ré- 
lated. When I get the biuest, I 
think of a scene in Berlin. One 
day I was walking along a street 
with ruined buildings on both 
sides, and I looked up and saw 
some bright flowers in boxes out- 
side windows of the third floor of 
a large building. There were nice 
clean curtains at the windows, 
but all the rest of the building 
was vacant—a shell of a ruin. It 
seemed almost a miracle that the 
industrious and cheerful tenants 
could get up there and secure a 


safe and livable apartment. Then 
I thought that that iittle house- 
hold exemplified man’s indomi- 
table determination to survive. 





Col. Saussy Elected 


Savannah Alderman 


SAVANNAH; GA:—Colonel Wil- 
liam Hunter Saussy, Secretary, 
Varnedoe, Chisholm & Co., Inc., 
of Savannah, Ga., has just been 
elected an Alderman of that city. 

Colonel Saussy served in Eng- 
land on General Bradley’s staff. 
He was awarded the Bronze Star, 
the Legion of Merit Medal, and 
the Free French Croix de Guerre. 


Richard E. Kohn to Admit 


NEWARK, N. J.—Leonora Kohn 











| will be admitted to limited part- 
/nership in Richard E. Kohn & Co., 
31 Clinton Street, members of the 
|New York Stock Exchange, on 
| Nov, 17. 





(1881) 29 
C. B. Richards & Co. Will 
Admit Acosta, McConnell 
C. B. Richards & Co., 60 Beaver 
Street, New York City, members 
of the New York Stock Exchange, 
will admit Charles J. Acosta and 
John P. McConnell to partnership 
on Nov. 15. Both are retiring 


from partnership in Morgan Davis 
& Co. on Nov. 14, 





With Minneapolis Assoc. 
(Special to Tue Frnanctat, CuHrontciey 


‘MINNEAPOLIS, MINN. — Min- 
neapolis Associates, Inc., Rand 
Tower, have added to their. staff 
James C. Doerr, Pershing V. 
Holm, Robert F. Keegan, Leo J. 
Lauterbach, George W. Matthews, 
Bertram F. Mokros, Robert D. 


Her- 


Punch, Roger W. Reed and 
i bert L. Thorndal. 



















Often when pondering over the 
things I had seen and heard on|} 
this world tour, I became des- | 
pondent; and ther I would say to; 
myself: “Well, this is your first 
trip around the world, and this| 
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FEDERAL RESERVE SYSTEM . 
FEDERAL DEPOSIT INSURANCE CORPORATION 


TO OUR 


BANKER FRIENDS 


We invite you to use the complete 


banking facilities offered by our 


items for Paterson, New Jersey 
and vicinity to us for prompt 
and complete handling 


Resources more than $150,000,000 
Capital funds more than $9,000,000 
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Chairman of the Board 





BENJAMIN P. RIAL 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 





The government market broke out into new high ground as 
the longer-term issues, especially the Vics, led the parade... . The 
234% due 1960/65 were not far behind and rumor has it Federal 
had to step in and supply the market with this bond, to keep it 
orderly. . There has been considerable buying of these 2%4s 
recently and the floating supply has been rather limited for a long 
time. .. . Commercial banks, particularly those which should be 
classed as savirg institutions, have been adding rather substantially 
to their holeings of the 2%s due 9/15/67/72. They are the largest 
buyers of this bond.... 


The longest tap 214s have been put away in sizable amounts 
and indications are that the current buying has been about as good 
as has been seen in a long time in this obligation. . . . It is re- 
ported there have not been many large orders for the June 
and December 1967/72s but a number of smaller ones, which 
when put together, probably amount to more and have a more 
marked iufluence on quotations. . . . This kind of buying is 
also considered to be very desirable. ... 


Despite signs of caution among some operators in the money 
markets, investment demand nas been sizable enough to move 
prices of certain Treasury obligations into new high ground for the 
year.... The government market has been thin and activity lim- 
ited but, nonetheless, considerable amounts of the more distant 
eligibles and restricted issues have been put away by investors. 
... Funds had to be invested and in many instances advantage was 
taken of periods of inactivity. to acquire needed issues without 
having too much effect upor. quotations. . 


Because of this, it turned out that when investors recently 
came into the market they found very few obligations floating 
around looking for a home and in order to get securities had to 
bid prices up. ... There is no doubt government obligations in 
the past few months have been passing into strong hands... . 


PROFESSIONALS SET THE PACE 


Although professionals have dominated the market during 
periods of light volume and moved quotations up and down within 
a narrow range in an attempt to develop a following in either direc- 
tion, only limited amounts of securities came into the market, and 
these were very readily absorbed. . . . Certain investors have re- 
mained pretty much on the sidelines since they believe there will 
be better buying opportunities in the not too distant future, because 
of the enlarged supply of non-government securities. . . . Nonethe- 


CHEMICAL 
BANK 
TRUST COMPANY 


125th Anniversary 
1824-1949 
165 Broadway, New York 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1949 


ASSETS 


Cash and Due from Banks 

U. S. Government Obligations—__ 

State, Municipal and Public Securities 

Other Bonds and Investments 

Loans and Discounts 

Banking Houses 

Other Real Estate 

Credits Granted on Acceptances 

Accrued Interest and Accounts 
Receivable 


Other Assets 








$ 372,489,972.61 
494,256,596.42 
102,969,875.66 
4,577,443.48 
482,255,260.75 
477,459.85 
2,229,335.10 
15,608,918.44 











3,232,158.08 
1,268,483. 34 


$1,479, 365,503.73 

















LIABILITIES 


$25,000,000.00 

75,000,000.00 

12,935,930.53 $ 112,935,930.53 
4,440,346.21 
4,704.011.35 
1,125,000.00 


Capital Stock 
Surplus 
Undivided Profits 
Reserve forContingencies 
Reserves for Taxes, Expenses, etc. 
Dividend Payable October 3, 1949. 
Acceptances Outstanding $20,127,047.30 
(Less own acceptances 
held in portfolio) 
Other Liabilities 


Deposits 











2,296,854.61 17,830,192.69 
10,505,248.09 
1 ,327,824,774.86 


$1,479,365,503.73 




















Securities carried at $65,693,078.42 in the foregoing 
statement are deposited to secure public funds 
and for other purposes required by law. 
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Member Federal Reserve Svstem 
Member I ederu 
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{ Deposit Insurance Corporation 


| less, they were not sellers and some of their funds were put into 


the low income short-term obligations. .. . 


On the other hand, there have been and still are enough 
funds (in not teo large amounts) ceming inte the market to 
make an impression upon quotations, and it is this type of buy- 
ing which has been responsible for the recent display of strength, 
particularly in the longer end of the list... . A contributing 
factor has been the absence of selling by large institutional 
holders especially the big life insurance companies... . 


STABLE PRICE STRUCTURE ASSURED 


Although market quotations are always susceptible to quick 
changes and this can happen now as in the past, recent acquisitions, 
according to advices, are not the kind which will be shaken loose, 
with a minor reversal in prices. .. .It is also reported that weak- 
ness in quotations would result in additional purchases of the 
higher income obligations. While there has been important 
buying of the longer eligibles, both the taxables and partially- 
exempts, by out-of-town banks, the large money center institutions 
continue to give them plenty of competition for the available obli- 
gations, .. . The partially-exempts have been very well taken by 
the latter banks. ... 


Although prices might hesitate and even back away from 
present levels, not too much of a change is looked for, because 
it is believed in many quarters, quotations will continue to 
move in a restricted range. In other words a stable market 
seems to be in the cards for the time being. . .. A business snap- 
back with the settlement of the strikes might bring about a 
minor psychological decline in the Treasury market. ... On the 
other hand, a mild setback to business because of the strikes 
and higher operating costs, which many believe will take place 
in the near future, should have a stimulating influence upon 
the government bond market. . .. These are the reasons for 
the cpinion that quotations of government securities will tend 


to move in a narrow range, or in other words a relatively 
stable market. ... 


MARKET MEMOS 

Pension funds and savings institutions have been the leading 
buyers of the tap issues, with the Victory bonds the market lead- 
ers. , . The other restricted obligations especially the 1964/69s 
have also been well taken. . . . Switching still continues from the 
244s due 1959/62 in the higher income taps. . . . The smaller life 
Insurance companies have again come into the market, and the 
longest tap bond has been getting the bulk of this buying... . 


Switching from the maturing obligations goes on at a 
stepped-up pace, with the 24s due 9/15/67/72 being the favorite 
of both the large and small banks for the securities that will be 
eliminated in December. . . . There has also been considerable 
new money put into the longest taxable issue by these institutions. 


Honest Money and Human Welfare 


(Continued from page 20) 


vast and serious problems; the E.C.A. runs off, the Bank should 
next step is hard; but we may be | be the spearhead in a sound flow 





hopeful. 


Role of the United States 


In the second stage of recovery 
which we are entering the ad- 
vance of human welfare through 
sounder and more usable money 
will depend in substantial meas- 
ure on what the United States 
does. The rest of the world is 
looking to us for aid and for lead- 
ership as never before—that is the 
overwhelming lesson borne in on 
the traveler to any corner of the 
world. To meet that responsibil- 
ity there are three things espe- 
cially that we must do, 


1. Continue Aid Program 


The first thing we must do is to 
continue without interruption, but 
in steadily decreasing amounts, 
the foreign aid program on which 
we are launched. By that I mean 
the Economic Cooperation Admin- 
istration and the activities of the 
International Bank and Fund. 
There have been of course some 
mistakes, errors in allocations of 
funds, sOme unwise use, not 
enough insistence on sound mone- 
tary policies. But by and large 
the major purposes are being 
achieved. Recovery has been sub- 
stantial; political stability and co- 
hesion are greater. For this coun- 
try we have had in the main good 
sound men, businessmen and bank- 
ers, running the program. On the 
whole they have done well this 
difficult, delicate, unprecedented 
task. The steady reduction in the 
amount each year and the knowl- 
edge of termination in 1952 are the 
best incentive for other countries 
to do their utmost for themselves. 
Attempts to trace down and dic- 
tate the use of every nickel do not 
succeed. That is government plan- 
ning; it moves in the direction of 
state socialism; and it never works. 
| The International Bank is stead- 
|ily increasing its prestige and un- 
(derstanding and gradually ex- 
| panding its loans. By 1952, when 





|}0f United States capital abroad. 
The difficulties of attracting our 
capital to other countries are very 
great, and success will depend on 
what those countries do in provid- 
ing a favoring climate. It has not 
yet been done; and in fact the 
areas that need capital most are 
now increasing the obstacles to 
capital by nationalistic policies. 
The World Bank has a strategic 
position in educating borrowers 
how to establish the necessary 
conditions. 


2. Follow Liberal Trade Policies 


The second great assist that this 
country can give at this time is a 
liberal trade policy. By liberal I 
mean willingness to import as well 
as export. Of our present volume 
of exports, about 40% represents 
gifts from the American taxpayer. 
To take this load off the taxpayer, 
as we must and shall, we can ei- 
their cut exports by 40% or in- 
crease Our imports of goods and 
services and our investments 
abroad. This is not as hard as it 
sounds for substantial aid can 
come from expenditures of our 
tourists abroad—equivalent to an 
import—from remittances abroad 
and various services foreigners 
can render us. The repricing of 
currencies encourages all of this. 


Some export and import busi- 
nesses in this country will suffer. 
There is no denying or avoiding 
that result. The reasonable hope 
is that a larger total volume of 
trade over reduced barriers will 
more than offset the losses. It will 
be for the greatest good of the 
greatest number. The consumer 





éspecially will gain. 

The people of this country have 
approved by and large the Recip- | 
rocal Trade Agreement policy of | 
Secretary Hull as a method of | 
liberalizing and increasing trade, 
carefully, gradually and with due | 
regard for the people directly 
affected, as well as the population 
as a whole in their capacities of 





consumers as well as producers. 
It is essential to continue this 
policy. 


3. Keep the Dollar Sound 

Our third responsibility in the 
reestablishment of stable money 
over the world is to keep the 
United States dollar sound. The 
dollar today is the anchor for 
world money. For the time being 
it has taken the place of gold as a 
measure Of value and a medium 
for final payments of interna- 
tional debit and credit balances. 
To us, the dollar feels so secure 
that it seems almost foolish to 
question it. But it is being ques- 
tioned abroad in one special way. 
Foreigners are afraid of a de- 
pression in this country which 
would change the buying power 
of the dollar, upset the flow of 
world trade and impair our con- 
tinued ability to aid Europe. In 
place after place the traveler 
meets the question “are you 
headed for depression,” or again, 
“are you headed for inflation.” 

For stable world money we 
need to think of the buying 
power of the dollar as well as its 
gold value. This is largely a 
problem of our internal economic 
policies. Up to this point the 
prophets of gloom as to our econ- 
omy and the value of our dollar 
have been disappointed. We have, 
it is true, done many things that 
were wrong. Our government 
economic advisors were com- 
pletely wrong when they ex- 
pected economic collapse after the 
war. Their prescription of higher 
wages and prices and very easy 
money was exactly wrong and 
encouraged inflation. 

That there was no depression 
and that inflation did not get out 
of hand was due largely to one 
thing: production and more pro- 
duction. Business reconverted 
from war with astounding speed; 
businessmen opened up the throt- 
tle with the construction of new 
plants—the pouring on the market 
of new products—the gradual 
meeting of shortages and filling of 
pipe lines. That all this was done 
with reasonable restraint and cau- 
tion was demonstrated this year— 
for a substantial inventory adjust- 
ment has apparently been made 
without any serious breakdowns 
or collapse. In the past four years 
private enterprise proved not only 
its strength and power, but also 
its growing restraint and wisdom. 

However, our good fortune to _ 
this point should not blind us to 
the dangers we face today. For 
as we meet here the United States 
Government is violating the most 
sacred principle of sound money— 
a balanced national budget. To- 
day’s economic pundits tell us you 
don’t need to balance the budget 
every year, but only over a period 
of years. But suppose we take 
these gentlemen at their word, 
which I do only for illustration, 
they would say the budget should 
be overbalanced in prosperity and 
unbalanced in periods of depres- 
sion. 

We are today in the ludicrous 
position of telling other countries 
they must balance their budgets 
as a condition of our aid or loans, 
while we ourselves are badly out 
of balance. At a time when our 
leadership is as important as our 
aid, we are undermining our in- 
fluence, because we are guilty of 
economic insincerity. 

There is only one sound way of 
meeting this issue and that is by 
cutting expenses. Taxes are al- 
ready too high, dangerous to our 
productive power, dangerous to 
our political liberties. True that 
defense and foreign aid and serv- 
ice to veterans are heavy and to a 
degree necessary burdens. Every 
careful survey, however, such as 
the one just completed by the 
Committee on Public Debt Policy, 
shows that we can make substan- 
tial cuts in our spending without 
neglect of essential policies. To 
do this will require postponing 
some national spending that im- 
portant pressure groups are back- 
ing. It will require a new type of 
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political leadership that dares to 
tell the people the truth. This is 
necessary to keep our money 
honest and play our allotted part 
in the world drama. 


The great political conflict 
which we, along with most other 
countries, are facing today is the | 
conflict between the _ so-called | 
welfare state and sound money. 
When a country makes the wel- 
fare state its objective it almost 
always starts spending govern- 
ment money faster than the pro- 
duction of the country justifies. 
This means an unbalanced budget, 
credit expansion, unsound wage 
and price policies, and in the long 
run a slowing down of production 
because people are trying to get 
something for nothing instead of 
working for it. When this hap-| 





pens the “welfare state’ may be | 


an enemy of human welfare, for | 
there can be no lasting human 
welfare when money is unstable. | 
Simply calling a state a welfare | 
state does not make it one. Some- | 
one has said recently that what) 
we need is a state of welfare and 
not a welfare state, and to have} 
welfare there must be 
money. Sound money cannot long 
survive large budget deficits. 


The Dollar and Gold? 


Historically, one of the best pro- 
tections of the value of money 
against the inroads of political 
spending was the gold standard— 
the redemption of money in gold 
on demand. This put a check rein 
On the politician. For inflationary 
spending led to the loss of gold 
either by exports or by withdraw- 
als by individuals who distrusted 
Zovernment policies. This was a 
kind of automatic limit on credit 
expansion. It limited the area of 
money management. The power 
to redeem money in gold also gave 
the people confidence in the 
soundness of their money. 

Of course the modern economic 
planners don’t like the gold stand- 
ard just because it does put a 
limit on their powers. They argue 
with some cogency that a gold 
drain may impose credit restric- 


tions just at a time when the 
country is in depression and 
credit restriction is undesirable. 


There are two answers to this. 
One is that even under the gold 
standard there are large areas for 
money management, as was amply 
demonstrated in the United States 
in the 20s. The second point is 
that politically managed money is 
almost always too liberal and al- 
most never puts the brakes on 
expansion early enough or firmly 
enough. It is so easy for the de- 
sire to finance the Treasury 
cheaply to interfere with tighten- 
ing credit when the welfare of 
the people will be served by re- 
sisting inflation. These political 
and human considerations are the 
real reason why we need the gold 
standard. 

I have great confidence that the 
world will return to the gold 
standard in some form because 
the people in so many countries 


have learned that they need pro-| 


tection from the excesses of their 
political leaders. It was interest- 
ing that when even the New 
Deal economists studied the mone- 
tary. future in setting up the 
Monetary Fund, they decided to 
use gold as their basic reserve, 
and the gold dollar as their meas- 
ure of currency values. All over 
the world we see people today 
reaching for the security which 
gold gives them. For example, 
the Greek drachma today is being 


stabilized through sales by the 
central bank of gold sovereigns 
in the open market. Where 
people have seen paper money 


issued in such excesses as to make 
it substantially worthless—as hap- 
pened in Greece—nothing but 
literally hard money can establish 
a secure basis for monetary re- 
construction. 


There is a group of people today 
asking for the restoration of the 
full gold standard immediately in 
the United States. 


Today we have 





sound | 


a dollar that is convertible into 
gold for foreign governments and 
central banks; these people are 
asking for the same rights to hold 
gold for our Own citizens. In prin- 
ciple I believe these people are 
right, though I think they are 
wrong in their timing and over- 
emphasize the immediate benefits. 


The gold standard is an inter- 
national system and calls for 
basically sound money in many 
countries before it will work. 
When European and world mone- 
tary reconstruction has restored 
free convertibility at least among 
the principal currencies, the time 
will be ripe to reedopt the prin- 
ciple of an _ unrestricted gold 
standard here. If you try to force 
the pace by resuming gold pay- 
ments before the foundations are 
laid through government policies 
on the budget, on credit, and on 
prices, the gold released may 
simply move out into hoards and 
become the tool of the speculator. 

Gold payments are only part of 
the building of sound money and 
they are in a sense the capstone 
of the arch. If you put on the 
|capstone before the structure is 
/sound, the arch collapses. Gold 
| payments are the seal of approval 
of good money. 


But we ought to be planning to 
| resume domestic gold payments at 
|least in bullion without waiting 
'too long, and we ought to be tak- 
|ing some of the first steps. One 
|of these steps is the revision of the 
Gold Reserve Act of 1934 which 
|appears to give the Treasury 
| power to buy or sell gold at any 
|price. This power has probably 
‘lapsed with the passage of the 
| Monetary Fund legislation in 1945. 
'and the present Secretary has 
clearly indicated his unwillingness 

to use the power. But no such 
ambiguous law should be on the 
statute books. 





Another thing that should be 
said clearly and emphatically 
about gold at this time is that the 


present relation to the dollar, $35 | 


to the ounce, should be fixed for 
the indefinite future. Some 
thoughtless people, remembering 
1931 and 1933, have suggested that 
the dollar should follow the pound 
sterling downward. Nothing would 
destroy the effect of the British 
action so completely. Their prob- 
lem was a dollar problem, and if 
the dollar changed, they would be 
back where they started. as would 
the other countries of Europe 
|There is no gold shortage in the 
world; last year’s production o 
nearly $800,000,000 outside o 
Russia was adequate, and the de- 
valuation of sterling is a stimulus 
to production. The dollar is the 
anchor for world currencies, anc 
if we pull uv the anchor the wor! 
will be adrift. At home we should 
be risking serious inflation. 


Summary 


Here in summary is the lesson 
of recent and long experience to 
|remember and burn into our 
|souls, that changes in money are 
'powerful medicine. Bad money. 
even in small doses, is a violent 
poison to the economic system. 
Good money is a wonderful stimu- 
‘lant. We are today at a critical 
point. We are facing as seldom 
before the problem of the preser- 
vation of our economic integrity 
What we do will influence the 
welfare of the people of this coun- 
try and many other countries for 
Mmahy years to come. 

—_— a —— 


J. Henry Helser Go. 
Opens L. A. Cffice 


LOS ANGELES, CALIF.—4J. 
Henry Helser & Co., investment 
counselors, have opened an office 
at 523 West Sixth Street, under 
the management of George G 
Vodra. Rupert C. King will be 
district manager with 
{quarters at the new office. Mr. 
| Vodra was formerly with Merrill 
iLynch, Pierce, Fenner & Beane. 
'Mr. Kings was with Francis L 
|duPont & Co. and Cohu & Co. 





Commenting on the effects of ot Ngo deficit. During the 
dévataaal Bee jces. Dr. | Past five months the gross public 
| Gevatuation on stock prices, I.) debt has actually increased be- 
| Lawrence remarked: | tween four and five million dollars. | 

“Any reasoning which con- To the extent that the govern- 


| 








his head-| 


despite denial of high government 


Sees Treasury Contemplating Windfall Profit 
From Devaluation 


Dr. Joseph Stagg Lawrence says refusal to restore free gold market 
can be ascribed to this motive. Warns gold devaluation will not 
enhance stock prices. 
Speaking before the Investment Analysts’ Club of Chicago on 


Nov. 3, Dr. Joseph Stagg Lawrence, Vice-President and Economist of 
the Empire Trust Company of New York, expressed the opinion, that, 








to devalue 
the dollar, 
‘as a portent 
of possible 
devaluation, 
we have the 
adamant _re- 
fusal of the 
Adm i nistra- 
tion to re- 
store a_ free 
marketin 
gold or to 
-onsider the 
resumption of 
specific pay- 
nents ... as 
ground that 
the govern- 
ment contemplates devaluation at 
some point and is reserving for 
itself all the windfall profits 
from such action which might ac- 
crue to the holder of gold.” 


“For precisely this reason,” Dr. 
Lawrence continued, “the aver- 
age citizen should insist on such 
a free market as a _ safeguard 
against a possible tampering with 
the currency. <A closed market 
for gold, with the government as 
the sole monopoly buyer, presents 
to the Treasury a_ continuing 
temptation to devalue, a tempta- 
tion which it might find difficult 
to resist if unemployment rises, 
business drops, and the opposition 
begins to assail it for inability to 
live within its means.” 





Jos. Stagg Lawrence 


(officials that there is any intention 


practically no effect on the price 
structure.” 


“Such action,” Dr. Lawrence 
observes, “can be correctly de- 
scribed as a bookkeeping trans- 
action, confined entirely to gov- 
ernment accounts, with limited 
and almost imperceptible effects 
on the general economy. Devalua- 
tion will increase the nominal 
value of the government's gold 
hoard. It may stimulate gold 
production at home. It may again 
attract large quantities of gold 
from other parts of the world. It 
may enable the government to 
point to a greater nominal hoard 
of gold and ailege that this con- 
stitutes a more adequate backing 
for the currency and credit of the 
country. 


“Such reasoning may deceive 
some of the people part of the 
time. It can hardly be persuasive 
for the financially sophisticated,”’ 
noted Dr. Lawrence. 


“Beyond these effects, how- 
ever,’ Dr. Lawrence continued, 
“nothing happems to the total 
amount of credit and currency 
available for spending. It is that 
total of the money supply, to- 
gether with the rate at which 
people spend it, that is the sig- 
nificant factor in the country’s 
price structure. Here the dynamic 
price factor is found to be the 


any action which it might take in 
the form of devaluation. 

“Here the owner of equities 
must be careful to take into ac- 
count all the circumstances that 
attend inflation and not alone 
those which affect the money sup- 
ply. We know from recent ex- 
perience, and the clearly stated 
purpose of the present Adminis- 
tration, that any rise in prices will 
be accompanied at once by far- 
reaching government controls. 
These controls will affect the 
prices of all manufactured ar- 
ticles and will immediately place 
a ceiling upon the possible profits 
of producers. Furthermore, grant- 
ed the susceptibilities of a labor 
government, corresponding con- 
trols on wages will tend to lag. 
As a result, the average producer, 
under conditions of inflation, is 
likely to find himself squeezed 
between an upper millstone of 
fixed prices and another mill- 
stone of rising labor costs. This 
is hardly a sound basis for bid- 
cing up the values of securities. 

“Furthermore,” concludes the 
bank economist, “inflation will 
immediately revitalize proposals 
to increase corporate and per- 
sonal income taxes on the ground 
that such taxes will ‘soak up’ sur- 
plus buying power which, if left 
in private hands, will be infla- 
tionary.” 








Elected Directors 

Hugh B. Baker, John R,. Shep- 
ley and John N. Worcester are 
newly-elected directors of West 
Kentucky Coal Co., it was an- 
nounced by Hooper Love, Pres- 
ident. Other directors are James 
F. Fogarty, Chairman of the 
board, and Mr. Love. 

Mr. Baker is a partner of the 
New York Stock Exchange firm 
of Baker, Weeks & Harden, New 








ment’s IOU’S have not been 
bought out of savings, they consti- 
tute a definite addition to the 
money supply and are distinctly 
inflationary. Insofar, therefore, as 
the stock market bases its bullish 
action on the possibility of infla- 
tion, it should look at the gov- 
ernment’s deficits rather than at 


cludes that a rise in the price of 
gold, accomplished through gov- 
ernment fiat, will increase the 
market value of common stocks 
is likely to go astray. In the ab- 
scence of a free market for gold 
or general convertibility of the 
currency on a fixed basis, a rise 
in the price of gold will have 


York City. Mr. Shepley is Vice- 
|President and Secretary of St. 
|Louis Union Trust Co., St. Louis. 
Mr. Worcester is a partner of Sul- 
ilivan & Worcester, attorneys, of 
Boston, 


| Emanuel, Deetjen Admits 
| Emanuel, Deetjen & Co., 120 
| Broadway, New York City, mem- 
| bers™of.the New York Stock Ex- 
| changey-wall admit Heinz H. Biel 
to partmership on Dec. 1. 








LET’S CORRESPOND 


[The 78 years of Western experience, possessed by 
The Farmers and Merchants National Bank of Los Angeles, 
Southern California’s oldest and largest independent bank, 
is invaluable to those who need correspondent service in 
this rapidly growing area. 

You'll find our highly specialized commercial knowledge 
most reliable... our officers most cooperative. The efficiency 
of our complete operation and the speed with which your 


business is executed will please you, 


Southern California’s Oldest, and 
Largest Independent Bank 


FOURTH AT MAIN (54) LOS ANGELES 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Railroad Secures | 


For the last couple of years wide publicity has been given in 
the press to the inroads of other types of transportation on railroad | 
traffic. Successive increases in railroad freight rates have been| 
criticized as driving traffic away from the rails. Railroad manage- 
gnent has concentrated on this aspect in tts drive against public 
subsidization of competing transportation agencies. It is probable 
that this factor, and the press coverage given to even the most un- 
important and isoiated cases cf diversien to trucks, is more respon- 

















sible than any other single consideration for general public pessim - 
ism toward the long-term of outlook for railroads and railroad 


securities. 

No cne will question the fact that there has been diversion of| 
traffic away from the railroads in the pericd since the end of the 
war. It is equally cbvious that for some classes of freight this teen | 
hes been accelerated by freight rate increases. With the absolute | 
mecessity for raising the general rate level quickly to a level that) 
would allow profitable operation it was inevitable that some indi-| 
vidual commodities would be priced right out of the railroad market. | 
“This has been recognized and publicly acknowledged by railroad | 
management. Moreover, steps been taken, through selective | 
downward readjustments of individual rates, to correct the situation. | 


Pe 
pave 


While the fact of traffic diversion can hardly be denied, it has | 
Jong been the opinicn of many analysts of railroad operations that 
dhe seriousness of this diversion has been very much overstressed. 
This is perhaps natural under the circumstances when railroad 
management is fighting for equitable treatment from goverrming 
Hodies and the damage to public highways by heavy trucks and 
overloading is causing concern throughout ihe country. The October| 
<omment on Transportation Statistics of the Bureau of Transport 
Economics and Statistics of the Interstate Commerce Commission 
should bring considerable comfort to those who have believed that 
ihe problem is less serious than the recent hue and cry would indicate. 





Railroads have long since ceased to have a monopoly on the 
anovement of either freight or passengers. Long before the war, 
trucks, waterways, pipe lines, and to a nominal extent air lines had 
een transporting freight. It was hardly to be expected that this | 
c<ompetiticn would fade away. Regardless of subsidies or anything 
else there are certain types of business where other types of trans- 
portation are basically econemically more sound than shipment by | 
wail. With recognition of the fact that other types of transportation 
were here to stay the main question was whether or not the rail- 
roads would be able to hold their owr. In the years immediately | 
4efore the war there were strong indications that they were holding 
dheir own, and that the proportion of total freight moving by rail 
dhad been stabilized. There is now increasing evidence that they will 
still be able to hold their own. 

According to the study of the Bureau of Transpcert Economics 
and Statistics the railroads in the three prewar years 1939-1941 moved 
an average of 62.6°% of the total ton-miles of freight handled in inter- 


city transportation. Trucks handled an average of 8.0%, inland 
waterways an average of 18.6% and pipe lines 10.9%. During the 
war years all transportation facilities were taxed to the utmost. 


The railroad plant was the best equipped to handle the sharp expan- 
sion in volume. Also, trucks were hard hit by restrictions on gas, | 
wubber, etc. As a result. the railroads had increased their share of | 
the total to a high of 72.0% by 1943. 


It is not surprising that this proportion has been dropping since | 
the end of the war. Despite the growing competition, however, pre-| 
fiminary figures indicate that in 1948 the railroads were carrying | 
64.2% of the total ton-miles of intercity freight. In other words, as| 
recently as last year they were still better off in relation to prewar 
years than were the other forms of transportation grouped together. 
Moreover, they were getting this larger share of a total traffic volume 
that was in itself well above the prewar level. These figures would| 
hardly appear to justify the pessimism there has been recently as to | 
the competitive status of railroad industry. The competition has| 
merely been recapturing a portion of what it lost during the war. 
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Gold Convertibili 


ty Is No Assurance 


Of Monetary Stability 


(Continued from page 18) 


about the stability of the dollar 
and our own intentions with re- 
spect to its gold content. 


The third argument-—that the 
miners ot gold should be free to 
sell their product at the best price 
they can get—is probably the 
give-away. it is the argument that 
gold should be treated as a com- 
modity when you think you can 


| get a higher price for it, and as a 


monetary metal and an interna- 
tional medium of exchange when 
want a floor placed under its 
price. I would say that you can’t 
have it both ways. If you want 
the protection of an assured mar- 
ket at a fixed price, because gold 
is the monetary metal of the 


country, you should not ask per- 


mission to endanger the stability 
ot the monetary standard by sell- 
ing gold at fluctuating prices (the 
goid producers hope higher prices) 
in a fringe free market. Under 
present conditions, the only real 
price for gold is the price the 
United States Treasury is pre- 
pared to pay for it. So long as 
ihat is the case, there is no sense 
in a “make believe’ free gold 
market, in which possible tempo- 
rary or short run deviations from 


the fixed price of the Treasury 
might have disturbing conse- 
quences, 


Nor is the argument that citi- 
zens of the United States should 
have the same privileges as the 
citizens cf other countries, when 
it comes to holding or trading in 
gold, at all convincing to me. It 


'is true that in a number of foreign 


countries the holding of gold by 
private citizens is legal, and in 


| some foreign countries strictly in- 


ternal free trading in gold is per- 
mitted. In many cases, however, 
this merely represents the shift- 
ing around of a certain amount 
of gold which is already being 
hoarded in the country, since in 
practically all of these countries 
the export and import of gold on 
account is either pro- 
hibited or subject to license. In 
many countries where gold is 


| produced, some percentage, if not 


all, of the newly mined gold must 
be sold to the monetary authori- 
\les—a requirement which further 
limits the amounts available for 
trading and hoarding. These re- 
stricted and circumscribed priv- 
ileges in other countries are no 
reflection of a loss of inalienable 
rights by our people. They are 
attempts by these foreign coun- 
tries to adjust their rules with 
respect to gold to their own self- 
interest, and so far as possible, 
to the habits of their people— 
all under the sheltering umbrella 
of a world gold market and a 
world gold price maintained by 
the Treasury of the United States. 
We have deemed it wise to main- 
tain such a fixed point of refer- 
ence in a disordered world. We 
have decided. by democratic proc- 
esses and by Congressional action, 
that this policy requires, among 
other things, that gold should not 
be available for private use in this 
country, other than for legitimate 
industrial, professional, or artistic 
purposes. We have decided that 
the place for gold is in the mone- 
tary reserves of the country. as a 
backing for our money supply 
(currency and demand devosits of 
banks), and as a means of adjust- 
ing international balances, not in 
the pockets or the hoards of the 
veople. If we want to reverse 
that decision, the means of re- 
versal are at hand: but it should 
be a clear-cut and a clean-cut 
reversal, restoring convertibility. 
vroviding a dependent free gold 
market, in which gold miners and 
a little grouv of speculative trad- 
ers or frightened gold hoarders 
(such as those who now take ad- 
vantage of a provision in the regu- 





| lations to buy and sell “gold in 
ithe natural state”) could carry on 





their business is ist the way to 
meet the problem. 

I do not propose to get in the 
cross-fire of those who claim thai 
a free goid market would be a 
step toward convertibility, ana 
those who claim that a free gold 
market, without tree coinage at 
a fixed price, would cause us to 
lose whatever modicum of a gold 
standard we now have and lead 
to monetary chacs. 
those doctrinal arguments in 
which the subject abounds. I wi: 
merely say here that I thing au- 
thorization of a free gold market 
in this country, with no change 
in the present responsibility of 
the Secretary of the Treasury to 


maintain all forms of money 
coined or issued by the United 
States at parity with the “gold 


dollar,’ would probably lead in- 
directly to convertibility. 
desirability of doing this is an- 
other matter, which I shall now 
try to discuss briefly and dis- 
passionately. This is a hazardous 
attempt because there is no sub- 
ject in the field of money and 


banking which so arouses the pas- | 


sions, and which so readily defies 
brief analysis. 


Arguments for Gold Convertibility 


Two groups of arguments for 
the reestablishment of a gold coin 
standard may, perhaps, be dis- 
tinguished in the writings and 
speeches of those who propose it 
—one group relating primarily to 
the domestic economy and one to 
the probable effects on interna- 
tional trade and finance. In the 
first group, the arguments run 
about as follows: 

(1) Replacement 
honest,” inconvertible currency 
with an “honest” money having 
intrinsic value would promote con- 
fidence in the currency and en- 
courage savings, investment, long- 
time commitments and produc- 
tion. 

(2) Irredeemable paper money 
leads to inflation, whereas the 
upper limits imposed upon cur- 
rency and credit expansion by a 
thoroughgoing gold standard 
serve as a restraining influence on 
irresponsible politicians and over- 
optimistic business men. 

(3) Present governmental tax- 
ing and spending policies are 
wrong and dangerous. The gold 
standard would put a brake on 
public spending. 

(4) As a corollary of the pre- 
ceding argument, since the gold 
standard would hinder further 
extension of government control 
and planning, it is a necessary 
implement of human liberty. 

The second group of arguments, 
relating to the international ad- 
vantages of a gold coin standard, 
generally make no _ distinction 
between the effects of a unilateral 
adoption of such a standard by 
the United States, and the multi- 
lateral establishment of an unre- 
stricted gold standard by many 
countries, and of exchange rates 


of our “dis- 


fixed by such a standard. The ar- | 
guments run somewhat as follows: | 


(1) The existence of premium 
markets in gold abroad and the 
lack of gold convertibility 


tive of—lack of confidence in the 


gold value of the dollar. In the | 


absence of a thoroughgoing gold 
coin standard, we cannot convince 


That is one of | 


The | 


at | 
home creates—and is representa- | 


; internationai disequilibrium. This, 
lin turn, has led to domestic de- 
| vices restrictive of foreign trade. 
| The international gold scandard, 
'by eliminating the need for re- 
| strictive commercial poiicy, would 
increase the physical voiume of 
|international frade, resuiting in 
an improved division of labor and 
|higher standards of living for 
|every one. 

First, let me say that I perceive 
no moral problem involved in this 
auestion of gold convertibility. 
Money is a convenience devised 
by man to facilitate his economic 
life. It is a standard of value and 
a medium of exchange. Almost 
anything will serve as money so 
long as it is generally acceptable. 
Many things have served as 
money over the centuries—gold 
| perhaps longest of all because of 
its relative scarcity and its in- 
trinsic beauty. In this country, 
'we still retain some attachment 
| to gold domestically, and more in- 
ternationally: but to carry on our 
internal business we use a paper 
money (and bank deposit ac- 
counts) which has the supreme 
attribute of general acceptability. 
|There is no widespread fear of 
the soundness of the dollar in this 
country — no widespread flight 
from money into things. The con- 
stant cry of wolf by a few has 
aroused no great public response. 
Savings, investment, long-term 
commitments, and the production 
and exchange of goods have gone 
forward at record levels. 

Much of the nostalgia for gold 
convertibility is based, I believe, 
on fragrant memories of a state 
of affairs which was a special his- 
torical case—a state of affairs 
which no longer exists. The great 
period of gold convertibility in 
the world was from 1819 to 1914. 
It drew its support from the po- 
sition which Great Britain occu- 
pied, during most of the 19th 
century and the early part of the 
20th century, in the field of in- 
ternational production, trade, and 
finance. The gold coin standard 
flourished because the organiza- 
tion of world trade under British 
leadership provided the conditions 
in which it could, with a few no- 
table aberrations, work reason- 
ably well. 


The ability of the British to 
sustain, to provide a focal point 
for this system, has been declin- 
ing for many years, however; and 
the decline was hastened by two 
world wars which sapped the re- 
sources of the British people. The 
heir apparent of Great Britain, of 
course, was the United States; but 
up to now, we have not been able 
to assume the throne and play 
the role. Until some way has 
been found to eliminate the lack 
of balance between our economy 
and that of the rest of the world, 
other than by gifts and grants in 
aid, we won't te able to do so. 
This is a problem of unravelling 
and correcting the influences in 
international trade and finance 
which have comnvelled worldwide 
suspension of gold convertibility, 
not vice versa. The job before 
us now is to attack the problems 
of trade and finance directly. We 
should not deceive ourselves by 
thinking that gold convertibility, 
in some indefinable but inexor- 
able way. could solve these un- 
'derlying problems for us. 


any one that we may not devalue | 


the dollar. 


(2) Restoration of 
being retarded by the inconverti- 
bility of currencies in terms of 
gold and, therefore, one with an- 
other. This inconvertibility has 
led to tariffs, quotas, exchange 
controls, and to general bilater- 
alism. 


(3) Under a managed paper 
currency system, there is always 
the temptation to solve national 
problems by devices which lead to 





“normal” | 
patterns of international trade is | 


| Gold Cenvertibility No Assurance 
Of Stable Monetary Unit 


Nor is it true, of course, that 
gold convertibility prevented wide 
swings in the purchasing power 
|of the dollar, even when we had 
convertibility. Within my own ex- 
perience and yours, while we still 
had a gold coin standard, we 
|had tremendous movements in 
commodity prices, un and down, 
which were the other side of 
changes in the purchasing power 
of the dollar. What happened to 
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us in 1920-21 and 1931-33 under a 
gold coin standard should prevent 
a too easy acceptance of that 
Standard as the answer to the 
problem of a money with stable 
purchasing power. 


When you boil it all down, how- 
ever, and try to eliminate mythol- 
ogy from the discussion, the prin- 
cipal argument for restoring the 
circulation of gold coin in this 
country seems to Le distrust of the 
money managers and of the fiscal 
policies of government. The im- 
pelling desire is for something au- 
tomatic and impersonal which 
will curb government spending 
and throw the money managers 
out of the temple, as were the 
money changers before them. To 
overcome the inherent weakness 
of human beings confronted with 
the necessity of making hard de- 
cisions, the gold coin standard is 
offered as an impersonal and au- 
tomatic solution. Through this 
mechanism, the public is to regain 
control over. government. spend- 
ing and bank credit expansion. It 
is claimed that whenever the 
public sensed dangerous develop- 
ments, the reaction of many. indi- 
viduals would be to demand gold 
in exchange for their currency or 
their bank deposits. With the 
monetary reserve being depleted 
in this way, the government 
would be restrained from deficit 
finaneing through drawing upon 
new bank credit; banks would be- 
come reluctant to expand credit 
to their customers because of the 
Grdin on their reserves; and the 
Federal Reserve System would be 
given a signal to exert a restrain- 
ing influence upon the money 
supply: In this way, Congress, 
the Treasury, and the Federal 
Reserve System would be forced 
by indirection to accept policies 
which they would not otherwise 
adopt. 

In effect, under a gold coin 
standard, therefore, the initiative 
for over-all monetary’ control 
would, through the device of free 
public withdrawal of gold from 
the monetary reserve, be lodged 
in the instinctive or speculative 
reactions of the people. No doubt 
some people would take advantage 
of their ability to get gold. There 
would be many reasons for their 
doing so. Conscientious resistance 
to large government spending, or 
fear of inflation, might well be 
among these reasons. But specu- 
lative motives, a desire for hoards 
(however motivated) and such 
panic reactions as are generated 
by unsettled international condi- 
tions or temporary fright concern- 
ing the business outlook or one’s 
individual security—all of these, 
and more—would be among the 
reasons for gold withdrawals. The 
gold coin mechanism does not 
distinguish among motives. When- 
ever, for any reason, there was a 
demand for gold, the reserve base 
of the monetary system would be 
reduced. Moreover, if only the 
United States dollar were con- 
vertible into gold while practi- 
cally all other currencies were 
not, hoarding demands from all 
over the world would tend to con- 
verge upon this country’s mone- 
tary reserves. Circumvention of 
the exchange controls of other 
countries would be stimulated, 
and dollar supplies which those 
countries badly need for essen- 
tial supplies or for development 
purposes would be diverted to the 
selfish interests of hoarders. 





Even if a particular reduction 
in the reserve base did occur for 
useful “disciplinary” reasons, the 
impact of such gold withdrawals 
upon’ the crédit mechanism is 
likely to be crude and harsh. 
Since the present ratio between 
gold reserves and the money sup- 
ply is about one-to-five, and since 
sofmme such ratio will be in effect 
so long as this country retains a 
fractional reserve banking sys- 
tem, a withdrawal of gold coins 
(once any free gold is exhausted) 
will tend to be multiplied many 
times in its contractive effect on 
bank credit and the money supply. 
In a business recession, the Re- 


serve System might undertake to 
offset this effect as it does now 
in the case of gold exports; but 
if the gold withdrawals attained 
sufficient volume, the shrinking 
reserve position of the Federal 
Reserve Banks would eventually 
ptevent them from coming to the 
rescue. 

It was, in part, to offset such 
arbitrary and extreme influences 
upon the volume of credit, and to 
make up for the inflexibility of a 
money supply based on gold coins 
(in responding to the fluctuating 
seasonal, regional, and growth re- 
quirements of the economy), that 
the Federal Reserve System was 
initially established. During the 
first two decades of its existence, 
the System devoted much of its 
attention to offsetting.the capri- 


ard. We had an embarrassing 
practical experience with gold 
coin convertibility as recently as 
1933, when lines of people finally 
stormed the Federal Reserve 
Banks seeking gold, and our 
whole banking mechanism came 
to a dead stop. The gold coin 
standard was abandoned and an 
international gold bullion stand- 
ard adopted, because repeated ex- 
perience had shown that internal 
convertibility of the currency, at 
best, was no longer exerting a 
stabilizing influence on the econ- 
omy and, at worst, was perverse 
in its effects. Discipline is neces- 
sary in these matters; but it 
should be the discipline of com- 
petent and responsible men, not 
the automatic discipline of a 
harsh and perverse mechanism. If 


not get protection from a mechan- | that, going bevo imme 

ical control. Ignorant, weak, or ir- sitnation, they addhete fretuseives 
responsible men will pervert that | to the difficult problem of the size 
of the budget, whether in deficit 
or ye <e or balance. At some 
point, the mere size of the b 

Dependent on Gold Convertibility | ; relation to national Bis ey 
Here, I would emphasize my | can destroy incentives throughout 
view that the integrity of our| the whole community—a dilemma 
money does not depend on domes- | which is even now forcing curtail- 
tic gold convertibility. It depends! ment of government expenditures 
upon the great productive power|by the Labor Government 
of the American economy and the | Great Britain. These are problems 
competence with which we man-/gold coin convertibility cannot 
age our fiscal and monetary af-|solve under present economic and 
fairs, I suggest that any one who! social conditions. Gold has a use- 
is worried about the dollar con-| fy) purpose to serve, chiefly as a 
centrate on the correction of those| medium for balancing 
tendencies in our economic and tional accounts among nations and 


_4i a3 as a ide to necessary discipli 
us a deficit of several billion dol-| in international trade nd Smashed. 


which is already perverse. 
Monetary Integrity Not 


political life which have brought 





lars in our federal budget, at a 








cious or exaggerated effects of the| you are not willing to trust men 
gold movements associated with | with the management of money, 
continuance of a gold coin stand-! history has proved that you will 








, It has no useful purpose to serve 
time when taxes are high and pro-|in the pockets or hoards of the 


duction, employment, and income | People. To expose our gold re- 
are near record levels. I suggest (Continued on page 34) 





In the Service of Mankind... 
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te From one end of this wide land to the other, 
American farmer-businessmen till their soil 
to produce more food, fiber and oils for the 
benefit of themselves and all mankind. Each 
year they produce tremendous quantities of 
food at low cost using modern methods and 
machines like MM tractors, implements, 
Huskors, Corn Shellers, Bale-O-Matics and 
Harvestors—and because they use modern 
methods and modern machines our farmers 
can also conserve the producing power of 
their land. 

Progressive farmers realize that when the 
top soil is gone, the land can no longer 
economically produce good food. That is why 
conservation methods are a “‘must’’ for all 
farmers. Yet everywhere people are hungry 
and must be fed. So the bounty of our land 
is spread over the world in the hope 
that when hunger is gone, the scourge 
of threatened war, and war itself, 
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Working together... providing 
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MM'’s Modern Machines, Visionlined Tractors and Power Units are quality built and designed 
for long-life dependability and unfailing performance year after year. MM’s full line of sturdy 
plows, discs, harrows and cultivators . 
. MM’s Z, U, R and G Visionlined Tractors and Power Units for every * ¥ 4 
purpose ... these are quality tools for the farmer’s trade that are helping to increase the yields 
from agriculture, provide better food, fiber and oil and raise the standard of living for all 


’ 


oil for the world 


will go too. Our MopERN MACHINES and 
MopERN METHODS are also available to the 
rest of the world when they are ready to 
accept them. 

As long as our farmers and people are free, 
with hope of personal progress for work well 
done, and all this adds up to something good 
for all mankind, just that long can the ple 
here and elsewhere in the world depend upon 
America’s bountiful harvests. 

To those who look for facts, the basic 
industry of agriculture stands as a symbol of 
what private enterprise can do for any land 
where men are free to challenge the elements, 
the soil, and all the circumstances of life— 
each in his own way to the best of his ability. 
Here the man of the soil can make a substan- 
tial contribution to the welfare of all man- 
kind .. . because he has found a way 
of life combining security with per- 
sonal liberty. 
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. » MM’s famous Harvestors, Shellers, Huskors, Mowers 





mee 















- SS on 
























































































34 (1886) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, November 10, 1949 





Gold Convertibility Is No Assurance 


Of Monetary Stability 


(Continued from page 33) 


serves to the drains of speculative 
and hoarding demands at home 
and abroad strikes me as both un- 
wise and improvident. 


Perhaps before I let go of this 
subject, which has held me and 
you overlong, I should say a word 
about merely raising the price of 
gold, without doing anything 
about a free gold market or gold 
©coin convertibility of the cur- 
gency. This is something which 
has intrigued Europeans and 
others who are “short of dollars,” 
has interested some of our own 
people, and has become a South 
African war cry. An increase in 
the price the United States pays 
for gold would have two major 
results. It would provide the gold- 
producing countries (and domestic 
producers) and the countries 
which have sizable gold reserves 
or private hoards, with additional 
windfall dollars with which to 
purchase American goods: and it 
would provide the basis for a 
manifold expansion of credit in 
this country which might be 
highly inflationary. 


We have been engaged in an 
unprecedented program of foreign 
aid for the past four years. The 
Congress has authorized this aid 
at such times and in such amounts 
as were deemed to be in the in- 
terest of the United States. This is 
much to be preferred, I suggest, 
to the haphazard aid which would 
be granted by an increase in the 
price of gold, which must be on 
the basis of a more or less acci- 
dental distribution of existing 


gold stocks and gold-producing ; 
| capacity. If we raised the price of ; 
' gold, every country which holds 
gold would automatically receive 
an increase in the number of dol- 
lars available to it. The largest 
{increases would go to the largest 
j holders, which are the Soviet Un-| 
ion, Switzerland, and the United ' 
Kingdom. Every country which, 
produces gold would automati-— 
cally receive an annual increase | 
in its dollar supply, and its gold! 
mining industry would be stimu- 
lated to greater productive effort. 
The largest increases would go to 
the largest producers, which are) 
South Africa, Canada, and prob-| 
ably the Soviet Union. That would | 
be an indiscriminate way to ex-| 
tend our aid to foreign countries, | 
both as to direction and as to 
timing. 

The domestic results of an in-| 
crease in the price of gold would | 
be no less haphazard. This coun- 


which could form the basis of an 
additional money supply 
needed it. An increase in the dol- 
lar price of gold would increase 
the dollar value of our existing 
gold reserves in direct proportion 
to the change in price. 
would be an immediate “profit 
to the Treasury. The “profit 
could be spent by Congressional 
direction or Treasury discretion. 


This would provide the basis for 
a multiple expansion of bank 


” 
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credit which, unless offset by ap- 
propriate Federal Reserve action, 
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try, as I have said, is not now suf-| 
fering from a shortage of money; | 
and it has large gold reserves, | 


if we! 


There | 


would expose our economy to the 
threat of an excessive expansion 
of the domestic money supply. 


|The arbitrary creation of more 


dollars in this way would cer- 


tainly be inappropriate under in- 
,flationary conditions, and would 


be an ineffective method of com- 
bating a defiationary situation. 

At the moment, also, we should 
have in mind that there has just 
been an almost worldwide de- 
valuation of currencies. Using 
the fixed dollar as a fulcrum, in- 


dividual foreign countries have 
| taken 


action designed to im- 


| prove their competitive position 


vis-a-vis the United States, and 
to maintain their competitive po- 
sition vis-a-vis one:another. An 
increase in the dollar price of 
gold, which is devaluation of the 


‘dollar by another name, would 


undo the possible benefits of a 
venture in improved currency re- 
|lationships which already has its 
| doubtful aspects. 


For all of these reasons it is 
| encouraging to know that the Sec- 
|retary of the Treasury has re- 
cently reiterated that the gold 
policy of the United States is di- 
rected primarily toward maintain- 
ing a stable relationship between 
gold and the dollar, and that 
| for all practical purposes only the 
| Congress can change that relation- 
‘ship. We have maintained an in- 
ternational gold bullion standard 
by buying and selling fold freely 
at a fixed price of $35 a fine ounce 
in transactions with foreign gov- 
ernments and central banks for 
all legitimate monetary purposes. 
|This nas been one fixed point in 
|a world of shifting gold and cur- 
|rency relationships. We should 
keep it that way as another con- 
tribution to international recovery 
|and domestic stability. 


|The Federal Reserve System and 
Bankers 


This whole discussion of gold 
| has been a long wind-up for what 
| may now seem to you like a small 
| pitch. I want to end my remarks 
| with a few words about the Fed- 
eral Reserve System and the rela- 
tions of your organization and 
you, as bankers and citizens, with 
that System. 


In my goid discussion, I tried to 
emphasize what seems to me to be 
e fundamental proposition in the 
case of a country with the domes- 
tic and international strength of 
the United States. We can’t have, 
or we don’t want, both an auto- 
matic gold coin standard and dis- 
cretionary control of the reserve 
base by a monetary authority. The 
existence of two independent and 
frequently incompatible types of 
control over the reserves of our 
banking system is undesirable. In 
the light of that finding, we 
abandoned the gold coin standard 
as a control over the domestic 
money supply, and placed our re- 
liance in monetary management 
by the Federal Reserve System. I 
think it has become established 
American policy that a principal 
means of government interven- 
tion in the economic processes of 
the country is the administration 
of broad credit powers by the 
System. In this way, a pervasive 
influence may be brought to bear 
on our economy, without intru- 
| sion upon specific transactions be- 
| tween individuals, which is like- 
| ly to be the consequence of more 
|detailed physical controls, and 
| which would spell the end of 
| democratic capitalism as we have 
known it. 


| I have thought it reasonable to 
assume that the public in general, 
and bankers in particular. clearly 
| recognized the special place of the 
| System in our economy. The fact 
i'that the development of a na- 
| tional monetarv and credit policy 
| is the responsibility of the Federal 
| Reserve System should fix its 
place beyond question. This is not 








a function which can be split up 
and passed around. Many of the 
activities of other government 
agencies engaged in making or 
guaranteeing loans, or conducting 
bank examinations or insuring 
bank deposits have a bearing on 
the way monetary policy works; 
but monetary policy, as such, is 
one and indivisible. It is only the 
supervisory and service functions 
performed by the Federal Reserve 
System which are comparable to 
the operations of these other gov- 
ernment agencies. The distribution 
of these incidental duties among 
such agencies can be largely de- 
termined by adminstrative con- 
venience, historical precedent, 
and economy of operation, so long 
as there are arrangements for 
consultation to avoid unnecessary 
differences in policy and practice. 
But over-all responsibility for 
holding the reserves of the bank- 
ing system, and influencing the 
creation of credit by varying the 
cost and availability of those re- 
serves, can reside only in the one 
agency designated by Congress as 
the national monetary authority. 
The Federal Reserve System is 
not just one of a number of Fed- 
eral agencies having to do with 
banking. Its duties and responsi- 
bilities are unique; they range 
over the whole of our economy 
and touch the lives of all our 
people. 


Federal Reserve Should Have 
Dominant Responsibility 


I was somewhat dismayed, 
therefore, by recent reports that 
the American Bankers Association 
seemed to hold a different or op- 
posite view. It is reported to 
have recommended to the Con- 
gress the maintenance of parity 
of compensation of the three Fed- 
eral bank supervisory agencies 
(Board of Governors of the Fed- 
eral Reserve System, Board of Di- 
rectors of the Federal Deposit In- 
surance Corporation, and_ the 
Comptroller of the Currency) on 
the theory of equal pay for equal 
work; equal pay for. sharing 
equally heavy responsibilities. I 
mean no disrespect of the Office 
of the Comptroller of the Cur- 
rency, nor of the Federal De- 
posit Insurance Corporation, 
when I say there is and can be 
no such equality of responsibility. 
The bank supervisory duties of the 
the Federal Reserve System are a 
distinctly minor part of its work. 
There is no desire to increase or 
add to those duties against the 
wishes of the banks or the best 
interests of the public. To repre- 
sent the Federal Reserve System 
as just another bank supervisory 
agency, in the name of maintain- 
ing proper checks and balances in 
Federal bank supervision, seems 
to me to miss, and to misrepresent, 
the main reason for our being. 


I mention this small but signifi- 
cant item first, because it cuts 
across the whole concept of the 
Federal Reserve System and. 
therefore, cuts across the whole 
range of our relationships with 
you. There are other points of 
apparent difference where we 
seem to be at odds, or not pulling 
together. effectively, because of 
mistrust, or lack of proper con- 
sultation, or inadeauate study of 
the broad aspects of the questions 
with which we are mutually con- 
cerned. I shall touch on a few of 
of them. 


Concentration of Power — The 
picture of a Federal Reserve Sys- 
tem trying to arrogate power to 
itself, which at times you have 
painted, obscures the real picture. 
The real picture would show a 
Federal Reserve System trying 
hard to keep its powers in work- 
ing order so that it can discharge 
its responsibilities as a monetary 
authority, with a measure of in- 
dependence from the pressures of 
partisan political aims and the 
exigencies of managing a Federal 
debt which totals about $255-bil- 
lion end. unforturately, is grow- 
ing. Tolump the Federal Reserve 
System with the other bank su- 
pervisory agencies at Washington, 


and to play one against the other, 
is not an attack on the real con- 
centration of power; it is giving 
aid and comfort to those who 
would seize upon the failure of 
monetary and credit controls as 
a pretext for fastening more di- 
rect controls upon our economy. 


Organization of the Federal Re- 
serve System—I have been as one 
with many of you in my opposi- 
tion to undue centralization of 
control of the Federal Reserve 
System by the Board of Governors 
at Washington. In testimony be- 
fore Congressional committees and 
in public statements, I have af- 
firmed my belief that we can have 
in the Federal Reserve System a 
wise blend of national authority 
and regional responsibility, of 
government control and private 
participation. I think we shall do 
well to retain and to improve the 
regional characteristics of the 
System, both in matters of de- 
centralized operation and, more 
important, in matters of national 
credit policy. I should like to 
see the bankers of the country, 
‘and this organization of bankers, 
'give some more thought to this 
problem; and I should like them 
\to offer some constructive sug- 
| gestions concerning it. The cli- 
mate may be right for its calm 
| consideration. 

Reserve Kequirements — The 
Federal Reserve System is 
charged with the responsibility of 
formulating and administering na- 

| tional credit policy. It does this 
chiefly through its influence upon 
the cost and availability of bank 
reserves. This is a proper exer- 
cise of Federal power; and its 
point of incidence is upon the 
, commercial banks of the country 
| because only they, among all of 
our financial institutions, have 
the ability to add to or subtract 
from the money supply of the 
nation. I question whether there 
is good and sufficient reason for 
exempting any commercial banks 
from a minimum participation in 
this national undertaking. It re- 
quires only a moderately sharp 
pencil and a grammar school 
knowledge of arithemetic to fig- 
ure how you can save money by 
not being a member of the Federal 
Reserve System, as things now 
stand. But I don’t think this 
country really likes “free riders”; 
and nonmember banks, in that 
sense, are “free riders.” I know 
the objections to compulsory 
membership in the Federal Re- 
serve System; I recognize some of 
its dangers; and I think it is 
probably politically impossible. 
But it should not be beyond our 
ingenuity to devise appropriate 
powers of fixing reserve require- 
ments, to be exercised within 
statutory limits by an appropriate 
body within the Federal Reserve 
System — reserve requirements 
which would be adequate for our 
national purpose, and which 
would apply to member and non- 
member banks alike. 


Here is another instance, I be- 
lieve, where your theory of checks 
and balanees runs the danger of 
being all check and no balance. 
Let it be clear that this is no at- 
tack on. the dual banking system. 
State member banks have lived 
within the Federal Reserve Sys- 
tem for years and submitted to its 
reserve requirements without loss 
of identity. We welcome this con- 
tinued relationship. Nor am 
frightened by the existence of a 
fringe of nonmembers and the 
ability of state banks to move 
from one group to the other. A 
mass exodus of state member 
banks from the Federal Reserve 
Svstem seems to me to be so un- 
‘likely as to be outside the range 
| of practical consideration. But I 
do think that all commercial 
banks have a common obligation 
and a common responsibility in 
this matter of reserve require- 
ments. and that they should as- 
sume the obligation and share the 
responsibility. . 

Correspondent Bank Relation- 
ships—Somehow there has grown 
up @ feeling in some places that 
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we in the. Federal Reserve Sys- 
-  cetem are. out to undermine-the net- 
“WOT of 


correspondent. bank rela- 
tionships whith you “have built up 
over the years. Every time we 
suggest some change in the meth- 
od of assessing reserve require- 
ments, or make some minor im- 
provement in our check collection 


system, or in our methods of pro- | 


viding coin and currency, or in 
some other detail of our opera- 
tions, the question seems to be 
raised. I can assure you that these 
things are suggested or done in an 
effort to improve the efficiency 
and economy of our operations in 
terms of the whole banking sys- 
tem, the business community, and 
the general public. There is no 
hidden purpose. We recognize that 
there are some things which cor- 
respondent banks can do better 
than we can, and we are glad to 
have them perform these services. 
At the same time, we would cau- 


| fairs. 


'control by government intrusion 
|in our.personal and private af- 


That is why I should like to"sée" 
'the American Bankers Associa- 
ition adopt an affirmative, con- 
| structive attitude toward the Fed- 
/eral Reserve System. If you don’t 
|like it as it stands, put some real 
time and effort into the study 
of ways to improve it—its per- 
‘sonnel, its powers, its organiza- 
| tion, its functioning. In such an 
undertaking, you will have the 
cooperation of all of us who are 
devoting our lives and our ener- 
gies to what we believe to be 


a worthwhile public service. In 
the struggle of ideas and ideals 
which now divides the world, this 


Amazeen Vice-Pres, 
Of Coffin & Burr | 


BOSTON, MASS.—Coffin & 
Burr, Inc., 60 State Street, an- 
nounces the election of Edward 
S. Amazeen as a Vice-President. 
Mr. Amazeen, who is Manager of 
the investment trust department, 
joined the firm in 1935. Follow- 
ing wartime service in the Med- 
iterranean and the Pacific as a 
Commander in the Navy, he re- 
joined the investment banking 
firm in 1947. 

Mr. Amazeen is a graduate of 





is a minor front. But is is a fight- 
ing front. It is no place for a 
neutral. 


Harvard University and of the 
| Harvard Graduate School of Busi- 
| ness Administration. 


Laird, Bissell Go. 
s £. 3 
Admits J. J. P. Murphy 
John J. P. Murphy, who has 
been associated with Laird, Bisseli 


& Meeds, 120 Broadway, New 
York City, members of the New 


York Stock Exchange for the past 


23 years, has been admitted as a 
general partner in that firm. Mr. 
Murphy was General Manager of 
the firm’s uptown office for a 
number of years. 





Morgan Davis & Co. to 
Admit Three Partners 


Morgan Davis & Co., 60 Beaver 
Street, New York City, members 





of the New York Stock Exchange, 
will admit Douglas G. Bishop, 
| Arwed R. Bruyn and Poynton K. 


| 








Bishop to partnership in ‘the firm 
Nov, 15. .On Nov. 14, Charles J. 
Acosta. and Johh P. McConnell 
will withdraw. 


New York Stock Exchange 
Weekly Firm Changes 

The New York Stock Exchange 
has announced the following firm 
changes: 

Interest of the late Edward C. 
Fiedler in Carlisle & Jacquelin 
ceased Oct. 31. 

Interest of the late Harold B. 
Norton in Collin, Norton & Co. 





© 


| ceased Nov. 1. 


Interest of the late David W. 
Smyth in Filor, Bullard & Smyth 
céased Nov. 2. 

Interest of the late Harry Mi- 
chaels in Ungerleider & Co. ceased 
Oct. 31. 





tion them against competition in | 


providing services which really do 
not pay their way, and remind 
them that there are some things 


which, perhaps, the Federal Re-| 


serve System can do _ better 
than they. Surely here is an area, 
if our motives be reasonably pure 
on both sides, where there is no 
need for friction between us. 


Selective Credit Conirols — We 
have differed on the matter of 
selective credit controls or, more 
specifically, on the matter of con- 
trol of consumer instalment credit. 
I nave advocated the continuance 
of the control which the Federal 
Reserve System exercised, briefly, 
over consumer instalment credit. 
I would be concerned over the 
dangers of any further significant 


extension of selective controls, 
whether over the credit used in 
commodity markets, in real es- 


tate transactions, in inventory fi- 
nancing, or in other forms of busi- 


mess lending. Requests for further | 


powers should meet two tests—is 
the power really needed and will 
its use still leave an effectively 
functioning private economy? I 
have argued and still believe that 
control of consumer instalment 


credit meets these tests. Your of-| 


ficial position has been opposed to 
this view. I would ask you, how- 
ever, whether you are happy 
about the way things are now go- 
ing in this field of finance. I am 
not. I suggest that we might sit 
down together and reexamine the 
problem to our mutual advantage 
znd to the advantage of the pub- 
jic which we both serve. 

These are some of the matters 
which I think deserve your con- 
structive aftention. A negative 
approach has been and will con- 
tinue to be effective in stopping 
the passage of individual pieces 
of legislation which you happen to 
dislike, but it won’t check the 
progress of the idea of govern- 
ment controls and intervention if 
you have little constructive to of- 
fer in the face of difficult eco- 
nomic probelms. Over the years, 
you will win a lot of battles but 
you will lose the war. 


I recognize and share your dis- | 


like for government controls and 
your distrust of too much central- 
ized power. But I recognize, as I 
think you must, that a certain 
amount of government interven- 
tion is necessary to the preserva- 
ition of our political and economic 
‘system. The central problem in 
‘our country, and in all countries 
but Russia and its satellites, is 
how far such government guid- 
ance and control can go without 


destroying the effective function- | 
ing of a private economy. In this | 
country, with our traditions of in- | 


dividual enterprise, we have pre- 
ferred to keep such guidance to a 
practicable minimum, and to have 
it exercised largely through broad 
and impersonal controls—controls 
which affect the general environ- 
ment. One cornerstone of such a 
philosophy is a competent and 
adequately powered monetary au- 
thority which can administer an 
effective monetary policy. In 
making monetary policy work to 
the limit of its capacity, we have 
one of the best defenses against 
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this new machine will 


save time for 


everybody !" 








NATIONAL MECHANIZED ACCOUNTING SAVES MONEY BECAUSE IT SAVES TIME~ 





work. Eliminates 


then continues as 





Let your local National representative 


| 
This National Window Posting Machine saves money for 


everybody. Serves customers faster. Simplifies the operator’s 


all back-office posting. 


There’s a National for every accounting need. The time and 
money they save quickly repays their purchase price —and 


lower operating costs. 


Smart management knows that a capital investment to 
reduce expense is just as important as one to increase business. 


show you how much you can save. No cost or obligation. 
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Our Key to Economic 
Freedom and Progres 


(Continued from page 22) ip - . 
value to the community as a) produced, venture capital would | “#5 of depression, bond interest 


whole. 


When New England was tif! 
principal industrial area of the 
United States, the natural thrift 
of its people, which stemmed 
from colonial times, led them to 
make savings that warranted us- 
ing large amounts for venture 
capital. As a result, the whole 
area became dynamic, even 
though the caution of thrift was 
general. 7 


Those with small incomes were 
the beneficiaries of this use of 
venture capital in two ways. 
First, as their savings in the sav- 
ings banks accumulated, they 
were able to buy stocks of es- 
tablished companies thus increas- 
ing their income. Second, as pro- 
duction of the various conven- 
iences increased, prices went 
down; and they were able, even 
on small incomes, to obtain many, 
many new things that added to 
the convenience of life. This gave 
them more time for themselves 
and made for greater happiness 
while they were moving into the 
higher income brackets. 


Because of the use of venture 
capital, electric power and light 
became available at prices that 
brought them into the homes of 
those with small incomes as well 
as all others. Even such things as 
common pins, safety pins, hair- 
pins, buckles, buttons, and other 
innumerable small things were 
developed from the investment of 
venture capital; and their use in- 
creased until they became essen- 
tial in every home including the 
one with a small income. | 


Another very important phase 
of the use of venture capital lies 
in the necéssary expansion of 
many businesses to enable them 
to produce heavy durable goods 
as they are invented, and again 
to carry on the mass production 
that is necessary to provide 
enough units of things to supply 
all those who desire them. Small 
industries could not produce in 
such ways, which is one reason 
why big industries are essential 
in our economy. It must never be 
forgotten that no economic sys- 
tem or no form of government 
can distribute to the people zen- 
erally things that are produced 
only in small numbers. If one 
million people want a _ certain 
thing and only one hundred thou- 
sand are produced, nine hundred 
thousand are going to go without. 
But under the private enterprise 
system as it has developed in the | 
United States, if there is a de- 
mand for one million units and 
only one hundred thousand are 





step in and take care of the 
balance required. Here again, it 
is those with small incomes who 
benefit from such methods, as 
those with the larger incomes 
can pay the higher prices that 
accompany. a searcity of goods 
that may be desired. 

The principal beneficiaries, 
therefore, of the use of venture 
capital are those with small in- 
comes, for their standard of liv- 
ing becomes better and better as 
the results of the investment of 
venture capital moves on through 
the years. 


Equally valuable, however, to 


those with small incomes has 
been the opportunity that has 
existed in our country for them 


to increase their incomes and move | American Telephone & Telegraph Co 


into higher income brackets. Mil- 
lions of people have taken ad- 
vantage of this opportunity in our 
country, and there has been a 
constant movement from lower to 
higher incomes, measured not 
only in money but in the con- 
veniences and necessities of life 
that have become available. 


It is easily seen, therefore, that | 


while savings represent the key 
to economic freedom and prog- 
ress, venture capital taken from 
savings is the master key that 
opens the way for the multitude 
to better its standard of living 
and those with small incomes to 
share in this movement and in- 
crease their wealth. 


Venture Capital Decline 


So we find throughout the 
United States, as well as in New 
England, that until high taxation 
began to destroy venture capi- 
tal, we were moving forward in 
leaps and bounds until we had 
outstripped the rest of the world. 
Now, however, we have reached 
a point where we are marking 
time while we are finding a way 
to reduce the great expenditures 
of government that have called 
for the high taxation that is be- 
ginning to strangle our nation. 


Those whose savings have been 
sufficiently great to warrant us- 
ing some proportion as venture 
capital have lost their urge to do 
so. When risks are great—as is 
true when first undertaking the 
production of many things that 
later become essentials—if gov- 
ernment is going to take the 
profit if there is a profit and the 
individual has to meet the loss 


| when there is a loss, there is no 


inducement for those who could 
furnish venture capital to do so. 
This slack of inducement has been 
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‘such that during recent years, 
|/ expansion of the capital structure 
/of many businesses and industries 
‘has had to be through the sale 
of bonds rather than stock. This, 
_of course, increases the jeopardy 
|of many corporations because, in 


must be paid, whereas stock divi- 
dends can be reduced or tempo- 
rarily eliminated. This is also the 


*First eight months. 
of 





| Issues long-term bonds 
stock fell off. 

It has been estimated that, after 
_eliminating duplications, there are 
eighteen million stockholders in 


|General Electric Company 
| General Motors Corporation 
| Pennsylvania Railroad 

| U. S. Steel Corporation 
Standard Oil of New Jersey 


| Consolidated Edison of New York 


| Westinghouse Electric Corp 
| Bethlehem Steel Corporation 
| E. I. du Pont de Nemours & Co 


It is not only high taxation that 
is destroying venture capital and 
the urge to use such capital as 
may be available, but the unwise 
and unfair forms of taxation as 
well. For instance, a stockholder 
has to pay double taxation on his 
holdings: once when the corpora- 


| tion in which he is interested is 


taxed, and again in figuring his 
personal income when he is 
obliged to pay taxes on dividends 
received. 

When the income tax was first 
established, it was recognized that 
thisywas both unfair and unwise; 
and stockholders were not obliged 
to pay income taxes on dividends 
received. Later, unfortunately, 
some of those who agitated for 
higher taxes because they wished 
to use them for social purposes, 
apparently thinking that stock- 
holders constituted the wealthy 
class in the United States and 
were, therefore, legitimate prey, 
advocated double taxation on divi- 
dends and were successful in hav- 
ing Congress approve their false 
idea. They, undoubtedly, did not 
realize that, taking the figures of 
1941, 47%% of dividends dis- 
tributed (including such dividends 
to hospitals, educational institu- 
tions, churches, etc.) went to 
stockholders with incomes of $5,- 
000 and under. 

The same people, therefore, 
who were pretending to be exer- 
cised over the condition of those 
with small incomes were penal- 
izing them and making them pay 
total taxes all out of proportion 
to their incomes. Further, by do- 
ing so, they made it more diffi- 
cult for those with small incomes 
to increase them and move into 
higher brackets, because it has 
been partly through investments 
in stocks that those with small in- 
comes have raised themselves to 
higher standards of living. 





For instance, under our private 
|enterprise system, those with 
| small incomes, by building up 
|their savings in savings banks, 
have put themselves into position 
to invest in stocks and obtain a 
rate from dividends that was 
higher than the interest being 
paid them. 


Further, as the economy of the 
country has developed, they have 
found in important proportion 
that their stockholdings were in- 
ereasing in value. Then, unfor- 
tunately, a new form of taxation 
was developed—the capital gains 
tax—that made it necessary ior 
stockholders to pay taxes on in- 
creased values of their holdings 
of stocks over their cost when it 
became to their interest to sell 








in- | the United States. 
creased each year as issues of | 


some of our important corpora- 
tions with the number of em- | 
ployees. 





effect..of high taxation as it ap- 
plies to established industries 
which have had to plow back 
their earnings in large amounts 
in order to meet the requirements 
for exparsion beeause they could 
not sell new stock. 





The extent of the effect of high 


tg@mation m, this respect is shown | 


imy figures of new securities for | 
1946, 1947 and 1948. | 


NEW SECURITIES“ISSUES 
Long-Term; Bonds: - 
(million). 


Stocks 
(million) 
$1,480 
1,233 

909 
*624 


It might be in- 
teresting right~here to compare 
the number of stockholders of | 





| 


Stockholders Employees | 
(Dec. 31, 1948) (1948) 
765,824 546,720 
249,311 196,798 
433,945 *380,329 
206,931 138,020 
228,006 296,785 
200,000 +129,000 
154,368 30,284 
72,542 105,812 
85,501 144,670 
100,955 76,572 


“Includes 10,195 in Canada and 29,482 overseas, +Including foreign. 


their holdings of certain stocks 
and buy others. Again, the double | 
inheritance taxes — federal and} 
state—with their high percent- | 
ages have destroyed the capital | 
structure of innumerable small | 
businesses and industries, which | 
has been most harmful to our en- | 
tire economy. | 


The effect. of all these forms) 
of taxation as well as the high| 
taxation that. prevails 
country today has decreased the | 
amount of venture capital avail- | 


able to establish new businesses | 


and so make new jobs for our | 
growing population while at the | 
same time increasing the units of | 
essential and desirable products | 
so valuable to all the people, par- | 
ticularly to those with small in- 
comes. 


It would almost seem as though 
our tax builders had been study- | 
ing to find’ ways and means to! 
curtail ‘the ability of those with | 
small incomes to strengthen their 
financial positions, which is sp | 
essential to the interest of the) 
whole country. 


It is an interesting and rather 
beautiful idea to contemplate that 
those with small incomes in our | 
country have been able, through | 
the private enterprise system, to | 
make their savings, no matter | 
how small they may have been | 
at first, carry through in such a| 
way as to take a very effective | 
part in creating those things in| 
our economy which make jobs| 
and increase the conveniences of 
all our people. 

Destroying Opportunities of the 
Little Man 


On the other side, it is very 
distressing to realize that those | 
who are constantly claiming that 
it is the little man for whom they | 
are working act to destroy the) 
opportunities this so-called little 
man has to better his position in | 
life by attacking those with 
greater incomes, who are justi-| 
fied in using a part of their sav- | 


| materials needed -for 
| struction, 
| jobs following completion of the 


in our} 


| ness 


that by means of these plants and 
tools and the work of those who 
were abie to find jobs because 
of them, opportunities were 
opened for those with small in- 
comes to take their part with less 
risk as industries became sea- 
soned. It has been estimated that 
the average capital required per 
average job in industry is about 


| $8,000. Therefore, union leaders, 


when striving to obtain higher 


| wages than an industry can safe- 
ily provide, are jeopardizing the 


very enterprises which employ 


| their men. They forget or do not 
| know that the capital structures 


of the industries are owned by 


| stockholders from every walk of 
| life, 
| without such stockholders, 


including labor, and that, 
the 
tools which labor requires could 
not be provided. 


The treatment of corporations 


_by government does not seem to 


take into account at all the fact 


|that each represents a group of 


human beings whose savings have 


| supplied the capital that enabled 
| the putting up of buildings and 
| the buying of machinery required 
| to furnish jobs for men—jobs that 
| cover the 


construction of the 
buildings, machinery, and tools in 
the plants, in supplying the raw 
such con- 
and the production 
plants. 

Again, it does not seem to be 
realized that the means of trans- 
portation, the public utilities 
without which our zreat popula- 
tion could not live under condi- 
tions of safety and convenience, 
and the mass production neces- 
sary to supply the units that are 
required to go around among 
those of our people who wish 


| them could not have been created 


if it were not for the gathering 
of the capital that has gone into 
the corporate structures of our 
great organizations — capital 
whose only source has been the 
savings of the people. 


Needless Anti-Trust Suits 

This being true, isn’t it aston- 
ishing that our Department of 
Justice is willing to strike at our 
great producing corporations and 
increase their costs and difficul- 
ties through anti-trust suits that 
are in part new interpretations of 
old laws that only the Congress 
of the United States has the right 
to reset? Does not the Department 
know that the increased costs to 
industry thus developed hurt 
those with small incomes more 
than other groups of peuple? 
Those with higher incomes can 
pay the increased cost of prod- 
ucts required by them in their 
living without teo much strain 
upon themselves. However, again, 
we can see how far reaching un- 
wise acts of this kind can be in 
upsetting the economy of the 
country when we realize that 


| such extra sums as are paid by 


those with higher incomes, made 


| necessary by government activi- 


ties, have to be subtracted from 
the savings that they otherwise 
could utilize to further new busi- 
and industrial expansion, 
new jobs, and more units of pro- 


| duction. 


Going one step farther, we find 
that the huge bureaucracies that 
have been accumulated in our 
government also operate against 
the interest of those with small 
incomes, from the standpoint of 
their actual living, more than that 


ings in assuming the risks that|°f amy other group of people in 
investments in untried businesses | CUF country. 


carry and to supply capital to de- | 


velop the new things that are not 


enly conveniences but that often | 


become essentials as the density 
of population increases. 


These destroyers of the freedom 


of private enterprise do not seem | 
to réafize that the jobs in the) 
manufacturing industries, for in- 
stance, ‘where around 16 million | 
the | 
United Stateséuld not exist if! 


persons. are employed in 


venture capital in the first place 


had not built plants and tools; and | 


Bureaucratic interferences with 
business and industry increase 
costs just as the wages and sala- 
ries of the bureaucrats increase 
taxation, and the combination is 
a greater burden upon the so- 
called little man than upon any 
other stratum of our society. 


Once more we must recognize 
the fact that such processes kill 
the opportunities that would 
otherwise be open to those with 
small incomes to better their po- 
sition—first through cutting down 
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their savings because they have | 
to pay more for the things they | 
must buy; and second, in prevent-_| 
ing the creation of new businesses 
and industries and the expansion 
of old ones in which they can | 
safely take an investment part. 


The waste which goes inte the 
cost. of bureaucracies, if it could 
be saved, would provide the cap- 
ital necessary to make places for 
the bureaucrats in the business 
and industrial world where they 
could be accomplishing things for 
others as they built for them- 
selves. 


Disruptive Propaganda 
The propaganda of the last 
decade and a half has been very 
disruptive to the mentality of 
citizens cf the United States, ex- 
actly as has been true with those | 
in other countries. 


that we can have something for 
nothing 
government can give us that 
something, even though it must 
take it from the people through 
taxation, either hidden or direct. 
The result has been that groups 
of different interests have been 
leaning upon government for aid 
for themselves, even though many 
have recognized that other groups 
which were doing the same thing 
were not justified in such action. 
The expenses of government 
. have, consequently, increaséd con- 
stantly until now we are again 
facing government deficits. 


Theinflationary period imme- | 


diately following the war induced 
great spending on the part of all 
the people. as can always be ex- 
pected under such conditions. The 
feeling of irresponsibility which 
arises from such spending is re- 
flected in the lack of public in- 
terest which has followed the un- 
wise ‘expenditures of our govern- 
ment and which have beén ap- 
proved by our Congress because 
the people es a whole have not 
protested as they should have 
done. 

There is now a demand for in- 
creased taxes at a time when tax- 
ation in the United States is al- 
réady jeopardizing the interests of 
the whole people, although the 
public does not seem to realize it. 
Those who have recognized thrift 
as a valuable asset and through 
its exercise have accumulated in- 
comes that have enabled them to 
live comfortably and, at the same 
time have sufficient savings to 
take an important part in the up- 
building of our economy which 
has been so valuable to all of the 
people, have been and are today 
unfairly under attack by would- 
be destrovers of our form of gov- 
ernment. 

It is not realized by those with 
small incomes that their oppor- 
tunity to reach into the higher 
brackets themselves is deoendent 
upon the freedom from destruc- 
tive taxation of those in the 
higher income groups. . 

It seems:to be -forgotten for the 
moment that throughout the life 
of our country “the people with 
small incgmes have constantly 
been moving into the higher in- 
come brackets where many have 
assumed places as our most con- 
structive citizens. Living under 
the private enterprise system, 
such movement was possible to 
ali who were willing to accept the 
opportunities cpen to them. How- 
ever, this movement will certainly 
come to an end if those with small 
incomes join with those who wish 
to: destroy the high income groups 
and demand various restrictive 
forms of taxation and very high 
taxation ior this purpose. If suc- 


cessful, such activities can and 
and will lower the incomes of 
those groups which have fur- 


nished venture capital in the past, 
to a poirt where they cannot do 
so in the future. This would mean 





| higher brackets, those with high 


| slowed up; and finally our econ- | 


The main| 
theme has created the feeling, | 
which hes become widespread, | 


in this world and that) 


that our dynamic country would | 
become stagnant— instead of those 
with lower incomes moving into 


incomes would drop to the lower 
brackets; progress would be | 


omy would begin to decay. Then 
would come slavery to make men 
work, as incentive would be gone, | 
as was true with our early settlers | 
during the time of Governor | 

| 

| 





Bradford before property rights | 
were established. 


The Spending Spree 


It is hard for people to realize 
that such a situation could happen 
in the United States and particu- | 
larly at present when almost every | 
one, including government, is en- 
gaged in spending, spending, 
spending—and, what is worse, de- | 
manding from government sub- 
sidies in some form that govern- 
ment cannot supply without tak- 
ing the income of the people which 
is needed for expansion and future | 
growth. 


Our living today is of the nature | | 


of a fool’s paradise, and there is 
a great menace hanging over our 
economy which, if not soon rec- 
ognized and overcome, will with 
certainty destroy the opportunity 
for those with small incomes to | 
move forward into a higher stand- 
ard of living. Thrift and savings 
are just as important today to 
make opportunity for all of our 
people as it has been throughout 
the life of the nation. 

The savings banks of the coun- 
try have played a wonderful part 
in making it possible for the great 
masses of our people to move for- 





ward into higher and _ higher 
standards of 


living ever since | 


their integration inte our private | 
enterprise system. 


The key to economic freedom 
and progress in the United States 
has been savings; the master key 
that has opened the door to op- 
portunity and made jobs for the 
growing population and ‘income 


for our people, with greater con- | 


venience in living, has been sav- 
ings that have become venture 
capital. 

It is to be hoped that our peo- 
ple will see and understand what 
this means to them before it is 
too late. 


The glory of the United States 
throughout its life has been the 
freedom of all men to worship the 
God of their fathers and, under 
the private enterprise system, 
through savings and the use of 
venture capital, to make their iives 
grow better and better as the years 
have gone on and our country has 
found its high place amonz the 
nations of the world. 


Western Pa. Group 
Of IBA Elects 





PITTSBURGH, PA.—At the an- | 


nual meeting of the Western 
Pennsylvania Group of the In- 
vestment Bankers Association of 
America held 
on Nov. 1, L. 
Wainwright 
Voigt of 
Hemphill, 
Noyes, Gra- 
ham, Parsons 
& Co. was 


man for the 
ensuing year. 
Charles N. 
Fisher of Sin- 
ger, Deane & 
Scribner was 
elected Vice- 
Chairman, and 
C.McK. Lynch, 
Jr. of Moore. 
Leonard & Lynch was elected 
Secretary-Treasurer. Also elected 
as members of the Executive Com- 
mittee were Addison W. Arthurs 
of Arthurs, Lestrange & Co. and 
John S. Patton, Jr., of McJunkin, 
Patton & Co. 





L. Wainwright Voigt 


elected Chair- | 














World’s Biggest Pipeline 
to meet challenge of California’s 
growing needs 








This giant gasway—the ‘Super Inch” —is scheduled to bring a tremendous new 
supply of natural gas to California from Texas and New Mexico. With a total 
length of 1600 miles, P. G. & E.’s California section of the line will be 506 miles 
long and 34 inches in diameter—the biggest high-pressure gas line ever to be 
undertaken anywhere. Construction work began in June of this year, with first 
deliveries of 150,000,000 cubic feet a day due by January 1, 1951. Ultimate 
delivery contemplated is more than 400,000,000 cubic feet of gas a day. 


This project is part of P. G. & E.'s vast 
postwar construction program, the largest 
of any gas or electric utility in America. 
Expenditures on this program are now 
well past the halfway mark, $450,000,000 
having been spent in the past four years. 


1951, bringing to a total of 1,801,000 
horsepower the new generating facilities 
placed in operation by the Company since 
1945. This is about 6% of the additional 
capacity being built by all electric com- 
panies in the United States during the 


iod. 
Emphasis has thus far been placed on emmenedl Caatats 


Other Company projects completed and 
under construction involve extensive addi- 
tions to electric and gas transmission and 


providing additional electric generating 
capacity. By the close of 1949, six power 
plants, with an aggregate generating ca- 
pacity of 694,000 horsepower, will have distribution systems, gas storage holders 
been added to our system. Construction ts and other facilities to provide for the rapid 
well advanced on additional plants which expansion of population and industry in 


will add another 1,107,000 horsepower by Northern and Central California. 


PACIFIC GAS AND ELECTRIC COMPANY 


245 MARKET STREET, SAN FRANCISCO 6, CALIFORNIA 
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Britain’s Economic Crisis 


(Continued from page 8) 
ur great business now is to 
#hare.” We are now beginning to’ 
xwealize after four years, increas- 
ingly. that although up to a point 
this sharing is right—I myself am | 
= supporter of welfare in the) 
etate, although I think the phrase) 
“welfare state” is beginning to get | 
aindertones and overiones of emo- | 
fion which make it perhaps! 
élightly unprecise—but we are| 
helievers in the sharing of wealth, | 
Secause one of our aims in a free} 
€ociety is to increase economic’ 
wealth and welfare. 

But in my country two things | 
Ziave happened. One is that we’! 
thave to some extent divorced the 
#ense of a man’s output from what! 
the gets back in return, and this is 
@ time when output — output) 
ihrough efficiency and output! 
@hrough hard work—is essential. | 
i do not want to push it too far | 
because in point of fact the econ- | 
@my is producing more than it has | 
ever done before and exporting | 
anore than it ever did before. But 
ehind it has been a neglect of| 
the problem of cost and of the 
@roblem of efficiency. 

Another factor for it, of course, 
is that we have reached levels of ' 
daxation which are also disincen-' 
dives.- Again I am sure that in. 
fiackling this internal problem of | 
faxation, we have to find ways' 
and means of cutting down our! 
@overnment expenditures and of 
@elating more nearly output and’ 
zeward. 


New Steps Stop Short 


And I would say that those are | 
«ur two chief internal problems. | 
The steps that have just been 
taken two weeks ago, announced | 
by Mr. Attlee, do not to my own 
way of thinking go far enough, 
although perhaps those who haywe 
mot lived in England or been fa- 
sniliar with the Labor Party will 
mot realize what a chdfige in'| 
direction has come in this new 
Tine in so far as that it does re- 
dreat for the first time. decisively, | 
from the idea that there is no 
Jimit to welfare, and it does make 
a first strong attempt on the cut-! 
fing of excessive government! 
expenditures. So although I do 
mot think it goes far enough, I 
fhink maybe it is the first olive | 
ranch in the mouth of the hom-| 
ang dove. I think it may be the} 
@ign of a new direction in govern- | 
gnent thinking. | 

But that is not the whole story. 
The difficulty of running ex-| 


i 
4 


fended social benefits out of a obsolescence in the sense of old | Plan this year. 


mational income which is not ex-'| 
dending quickly enough to make it 


@racticable and to avoid infla- | backwardness in managerial tech- | Britain, was an absolute pivot. 


tion—that is not our whole prob- 
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| one 


; you 


| self.” 


imillicn would 


‘lem. The second problem, which 


is one which we can deal with 
but not straight rignt away, and 
wnicn® we aiso share with 
Western Europe, is that which 1 
tnink one mignt call the problem 
of obsolescence. Britain, in the 
first place, and later France and 
Germany, did have the great ad- 
vantages of being pioneers in the 
industrial field. But as some- 
times happens with pioneers, 
after 
that you started well miay become 
a positive encumbrance, because 
may be _ thinking, 
grandfatner did it that way and it 
was good enough for grandfather, 


and therefore I don’t feel any par- | 


ticular need now to change my- 
And I think that in a range 
of industry in Europe there has 
not been that aggressive manage- 
ment, thaf-. go-ahead with new 
technological processes, and par- 
ticularly in the 1930s there was a 
period of definite stagnation in 
the business capital stricture of 
Eastern Europe. 


To give you two examples: Be-| 


tween 1929 and 1939 the wealth- 
producing capacity of France was 
actually reducéd. There was less 


output per man in: 1939 than in| 


1929, and the capital structure 
was less evolved and less devel- 
oped after 10 years. 

Or to give you an example from 
my own country, our steel indus- 
tr: 
vestment at the rate of perhaps 


|not more than one million pounds 
la year, 
| most moderate estimate 22 to 25 


whereas even under the 
have been neces- 
sary to keep up in the race for 
productive efficiency and _ for 


-technological progress. There was 


therefore a period of stagnation 
which is obviously bearing fruit 


/now. 


The Psychological Factors 

And I think it is more than 
merely technological; it is to some 
extent psychological. There has 
aot been in Western European 


production anything like the live 
you | 
We also) 


managerial response _ that 
have in this country. 
do not have a Sherman Anti-Trust 
Act which may also have some 
relation to this problem. Cer- 


tainly I need not tell an audience | 


like this that one of the character- 
istics of Western European indus- 
trial ‘structures has been the 
tendency toward cartels and to- 
ward the price-fixing trade asso- 
ciation. So that there has been 


methods being preferred, obso- 
lescence in the sense of a certain 


niques. 


Thirdly, of course, we have a 
political structure which does not 
entirely suit modern economic 
needs. We all know that in the 
20th century the greatest benefits 
are Obtained, at least in certain 
industries, by techniques of mass 
production, by the widest possible 
distribution of labor and effort 
between various branches of in- 
dustry, and this cannot happen 
easily in an area in which there 
are 19 to 25 separate sovereignties, 
each with his own trade barriers 
and each, as the 30s came along, 
trying to meet economic depres- 
Sion not by a relaxing of their 
boundaries, not by a relaxing of 
all the restrictions, but by an 
intensification of them all along 
the line. 


No Overnight Cure 


another 50 years the fact) 


“Well, | 


in the 30s went in for rein-| 


made the significant statement, 
“We cannot really tackle this 
problem of productivity until we 
can persuade the industry of the 
country to be prouuctivity- 
minded at least to the extent oi 
|coliecting the relative statistics. 
We are at the moment extremely 


handicapped in this study because | 


as far as our colleagues in indus- 
try are concerned, the concept is 
| new.” 
significant of tne problem that we 
face and of the difficulty of doing 
it overnight. 

Significantly enough, some of 
| those industries which were tre- 
| mendously pushed by war expan- 
sion, for example, the 
industry in Great Britain, suffer 
much less from these problems of 
what I would 


dustries which have been 
for a much longer time. 

Connected, I suppose, with that, 
| but of great importance, is a thira 
problem, and that is the problem 
of the actual collapse of the trad- 
ing pattern of the 20s and the 30s. 
Multilateral trade did take some 
shrewd blows during that period, | 
jand for a bit after 1929. world | 
trade was reduced by two-thirds— 
simply fantastic. But in the 30s 
a norm of multilateral trade had | 
come back into being, and it is) 
interesting to see what some of its | 
pivots were, 

In the first place, as far as 
Western Europe was concerned, a 
permanent feature of trade at that | 
time was a favorable balance with 
the United Kingdom and there- 
fore a permanent sterling balance 
in their fayor, practically through- 
out the 30s. This sterling balance 
was what they used in order to 
cover their dollar trade, because 
they did not trade to an over- 
whelming extent directly with the 
United States. The trading ,was 
multilateral, and sterling was 
pivot of this trading, because 
sterling was converted into dol- 
lars, and so the transactions were 
made possible. But Britain, in its 
turn, earned its exchange from a 
variety of sources, but two of 
'them were absolutely of vital im- 
nortance. Monsieur Gutt, the 
| Chairman of the Monetary Fund, | 
was making an estimate this last 
week in Washington, and he said | 
he reckoned from investment and 
invisible earnings in those years | 
Britain was earning something) 
| like $900 million a year, which is 
|at the amount of the Marshali| 
Moreover, the Far 
| East, both for Holland and to some | 
|extent France and above all Great | 


going 


a 


Rubber and colonial products in 
‘general going from the Far East 
| were a vital matter because they 
| were domestic earnings. So with | 
|private investment and_ dollar | 
earnings in the Far East, the mul- | 
tilateral pivots existed. Britain | 
could convert the sterling which | 
Eastern Europe had earned into} 
dollars; they could 
their purchases in 
States, and so on. 

fairly stable underlying 
to trade in that period, 


First Shadow of Dollar Problem 


Well, even so, of course, there 
| was emerging underneath the 
|first—perhaps no bigger than a 
man’s hand—but nevertheless the 
|first faint shadow of the dollar 
| problem in so far as between 1929 
}and 1939 Western Europe did send 
a billion dollars in gold to settle 


i 
} 
j 


the United | 


pattern 





And that seems to be very | 


aircraft | 


call obsolescence | 
than some of the more basic in-| 


| extent 
{source of dollar earnings has van- | 


| sterling balance 


| which was one of the pivots of 


| lescence 
| You cannot 
|structure overnight, but you can 


|the Europeans would still have to 
ishare, even if they did integrate 


There was 4 


| ments and shipping will return to) 


a much bigger figure than they | 
are now, and indeed in 1948 one 
j}of the favorable factors was a 
| quite marked increase and recov- 
|ery in invisible earnings. But 
i}nevertheless the capital income 
| has gone, as far as one can see, 
for good, and that has made a 
| devastating hole in the old bal- 
|ance of payments. 

| The other problem is the spread 
,of communism and of disturbance 
in the Far East and the question 
mark on how much of that old 
trade can be restored, coupled of 
course with certain worries about 
very greatly increased efficiency 
in artificiat rubber and the in- 
creased use of this new product 
which again affects that old Far 
Eastern tradc. So I think it is 
safe to say that the old pattern 
cannot be restored, because the 
conditions underlying it cannot be 
restored, and that this has a very. 
very deleterious effect on Westerr 
Europe because it has meant that 
the old source of dollar earnings 
for Holland and Belgium an: 
France and Italy and even to some 
Germany — that 


| 


whole | 


ished. This is so, because there is} 
no longer that reserve of dollars 
being exchanged by sterling. tc 
make the transfer of a favorable | 
into dollars. | 


Western Europe’s early trade, 
That brings one squarely to the 


| wider problem of the dollar defi- 
‘cit and the problem which, even 


with the best will in the world 
Western Europe can solve only 
partially. I think they can do 
much on these questions of obso- 
if they are given time. 
renew your capital 


over five or six years very greatly 
increase productivity. To my 
mind one of the most encouraging 
things-that has happened this year 
was the steel foundrymen’s re- 
port which, when they returned to 
England after studying American 
conditions, was unanimous and 
underlined most sharply the real 
underlying problems of output 
per manhour. It was a remark- 
able document in that the trade 
union leaders were as convinced 
of the need for change as the 
managers. 

Another example, of which Mr. 
Hoffman spoke in Paris last week. 


|is that the irrational sovereignties 


of Western Europe—the extent to| 
which all these barriers cut across | 
any more reasonable distribution | 


|of the division of labor—that, too, 


could be met inside Europe by 


/moves toward economic integra- 


tion. But one also has to face the 
fact that the chief thing which 


economically, is the dollar gap, 
because you do not cancel a 
deficit by adding all of the deficits | 
together, and that would still be 
there. 

World-Wide Dollar Gap 


And so you come to the last 


then make! aspect of the problem, and that is 


not so much the British or the 
European, but the worldwide 
phenomenon of the dollar gap 
And the difficulty about that is 
that I would say of all the prob- 


‘lems discussed so far this is the | 


| one that has its roots deepest in 
history and which represents the 
|most fundamental change in the 
'whole pattern of the free world. 

| It does seem to me that in 
|essence it has come about by one 
‘of those inevitable and perfectly 
|irresistible historical 


So that there are in Europe | the trade debts which they could | which, together with the good- 


problems which do not date from 
today and yesterday, but were 
coming up in the 20s and 30s, and 
which we have not met yet. I do 


not think that they can be met) 


overnight, simply ‘because you 
cannot renovate your economic 
structure overnight. For example, 


the first report on productivity 
produced in France’ under the aus- 
pices of the Monet Plan. 


}not settle through sales of their 
goods. So it was there, but never- 
theless it was a manageable prob- 

| lem. 

Now, quite clearly the war has 
dealt a fatal blow to that old pat- 
| tern, because it has wiped out one 

of the main parts in the British 
overseas income. Those invest- 
|ments have been lost. 


I think} 


| will and the capacity of man, do 
'go On molding human society. 
| And it was by a series of histor- 
| ical and economic changes that 
| the Industrial Revolution began in 
|Great Britain, which was a small 
|island, which could not, of neces- 
| sity, very long contain itself with 


_I was reading earlier in the year | invisible earnings, which was the|the products of the Industrial 


| Revolution. To give you only one 
|example, it took a very short time 


They | that invisible earnings on invest-|for Britain to build all the rail- 


| Britain’s 


| went 
| went 
| back in the form of raw materials 


processes | 


ways she could. ‘In fact;-we-have 
got too many. - That is-one-of our ” 
problems now. But the fact is © 
that by 1848 or ’50, wherever you 
went you found British railways 
being built by Scottish engineers. 
It was an absolute necessity. of 
own narrow frontier. 
Capital expansion had to go out- 
side, 

Similarly, we did not produce 
either the food or the raw mate- 
rials we needed once the Indus- 
trial Revolution got into momen- 
tum; and so again we had to buy 
overseas. So long as the British 
and then to a lesser extent France 
and Germany were the biggest 
providers of manufactured goods 
to the world and the biggest pro- 
viders of capital development and 
capital expansion, there really 
was not a very great problem in 
payment, because the sterling that 
out in capital goods and 
out in manufactures came 


and the purchases made to keep 
the British economy turning. 
There was a sort of natural bal- 


|}ance between the. manufacturing 


capacity of GreatBritain and its 
need both to invest ‘overseas and 
to buy Overseas. 

But that was bound to-be dif- - 
ferent as soon as» the--eeehomic -* 
center of gravity “shifted” from - 


| Britain to the United States. 


America Followed Britain 


America grew. up. under the - 
shadow of the old: eeénomiés. One 
of the reasons for-the*whole sys- - 
tem. of tariff barriers: was that 
you started: later than the British; 
and if. the British started’ later, 
they would _ have. been _tariff- 
minded from the start, but they 
had a long-run. start. These 
tariffs persisted when you had 
already become the most powerful 
economy, and it added one more 
element of disequilibrium. The 
result is that today, the war hav- 
ing accentuated these trends, be- 
cause the war has diminished 
Europe’s capacity to produce and 
vastly increased the amount, it 
comes out in the shape of the 
dollar gap, the dollar gap repre- 


senting the world’s needs of your 


goods, the world’s desire to share 
the advantages of the most power- 
ful economy, coupled with the fact 
that the world cannot, in the old 
way, rely upon your exporting 
and buying abroad. 

This problem emerges in the 
shape of the dollar gap all around 
the world, touches economies of 
all kinds, primitive economies, 
developed economies, half-con- 
trolled economies, free economies 
—it emerges under a great va- 
riety of conditions—that cannot 


| be solved by Europe except on a 
| negative basis. 


In the long run, 
unless we have a creative and 
positive policy for the dollar gap, 
it will be solved in the old way, 


jand the old way is simply that 


when the dollar runs out, people 
stop buying. And say in the next 
three years it would be perfectly 
possible for American trade to be 
cut down to what could actually 
be earned. I do not think it would 
be a complete drop of five or six 
billions, but I imagine a drop of 
three to four billions would be a 
possible outcome in its relations 
with Europe. And another dis- 


lastrous consequence would be, of 


course, that countries like India, 
Latin American countries, and 
those parts of Africa which are 
still under development — they 
would lose all hope and prospect 


of speedy capital development be- 


cause it would mean that the 
great source of capital creation, 
which is your economy, would be 
closed to them. 

That is a possible outcome. I 
think it would have disastrous 
consequenees, both politically and 
economically, but in the long run 
nations must cut their coats to the 
cloth, and that is in fact what 
would happen. But I remain, I 
am afraid, like the woman in 
“South Pacific.” a very convinced 
optimist. I think there are many 
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signs which show that this is not 
the inevitable or the necessary 
outcome, and I should like to end 
by saying that it seems to me that 
there are various ways in which 
this wider worldwide problem of 
the dollar gap could be solved and 
could be solved in the interest of 
all the free peoples, and could 
create a solid front, a solid eco- 
nomic foundation for, not our 
struggle against communism, be- 
cause that sounds so negative, but 
for our conviction and our certi- 
tude that we can make com- 
munism look terribly silly and 
terribly inefficient, which I think 
is the positive way to approach it. 
The reason why I say I am en- 
couraged is that I do not think 
that these aims, these policies, are 
beyond the limits of - practical 
politics. 

I hesitate to go on because in- 
evitably there are things which, 
although we in Britain and the 
British Commonwealth and also in 
Western Europe—though I am 
sure that we can help, I am sure 
that we can go along— it is abso- 
lutely obvious that the leadership 
does not any longer rest on that 
side of the Atlantic. If we come 
every now and then and try to 
say, “Would you do this?” or 
“Wouldn’t it be within the bounds 
of practical politics to do that?” 
it is not a desire to hand all the 
burden to you; it is a recognition 
that the decisive facts of world 
economy are now determined here 
and that the decisive shape of any 
free world economy will depend 
to an overwhelming extent upon 
what is done in the United States. 


And I feel that one of the great, 
encouraging factors that have 
emerged as the result of the last 
10 years is to see the simply 
colossal power to produce wealth 
which resides in this community. 
If you think of the effort made 
between 1939 and 1949, in the 
course of which the national in- 
come, I suppose, very nearly 


doubled, even with allowance 
made for inflation, when the 
power to produce wealth lifted 
the civilian economy to a new all- 
time high—and that was done at 
a time when 50% of what was 
being produced was wasted in the 
sheerest sense, because it was not 
only blowing wp, itself; it was not 
only shells and tanks which were 
expendable; it was actually de- 
stroying wealth in other parts of 
the world, so it was doubly de- 
structive — nevertheless in that 
time, a vast increase in productive 
capacity was possible! And I do 
not think it is beyond the wit of 
business and of labor and of gov- 
ernment, if such was their aim, to 
say that in the next 10 years, or 
in the next five years, not such a 
big expansion but something com- 
parable of a peace effort could be 
made, because if there were that 
expansion here of the American 
national income, expansion of its 
capacity to produce, of its capital 
equipment, shall we say, of 3 to 
5% a year, which in five years 
would be getting you up toward 
a 25% increase—which would be-a 
colossal contribution to the wel- 
fare of the world—put in those 
terms, it does not seem to me to 
be beyond the capacity of this 
tremendous economy. It seems to 
me that if you had this expansion, 
then the problems of investment 
overseas, the problems of lower- 
ing tariffs so that goods produced 
abroad could come in more easily, 
would fall into perspective, be- 
cause it is all very well to talk 
about investment overseas and it 
is all very well to talk about low- 
ering tariffs, but those things are 
not done in periods of business 
recession or even in times when 
there is not that buoyant confi- 
dence born of an expanding econ- 
omy. 
America the Pivot 
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Point IV are of vital importance, 
I would feel that they are depend- 
ent, what shall we say, upon the 
buoyancy of this economy, and 
that I would not be exaggerating 
and I would not be indulging in 
emotional talk if I say that from 
the material point of view. that is 
the hope of the world. I believe 
that our system with its flexi- 
bility, and our system with its 
freedom, with what it offers man, 
is capable of not only combating 
communism but of producing an 
infinitely better answer in terms 
of world order, and world order 
we have to have. But I feel that 
the pivot of that does lie right 
here in the great American econ- 
omy, in its capacity to show in a 
peace effort or, if We must call it 
that, a cold-war effort, some of 
that expansive power, not with 
anywhere nearly the same strain 
Or on the same .seale, that was 
calied to the fore so beautifully 
during our struggle with Hitler. 
And that, I think, is the hope 
of the world. I think other things 
will tend to fall-into place. I 
think you will buy if.you are 
buoyant, and I think that the pos- 
sibilities of investment overseas, 
if we go into this in a partnership 
between the nations of the free 
world, with the European nations, 
with Britain and the Common- 
wealth giving the kind of incen- 
tives and the kind of guarantees 
that are necessary to bring capital 
out—I am sure that will help as 
long as there is not a feeling of 
recession and of narrowing elbow 
room in the economy at home. 
And so I should just like to end 
by saying that it seems to me the 
problem facing my cotintry per- 
haps is of One-third soluble if we 
act now, of one-third more soluble 
if we have time—in other words, 
if we can check inflation now. 





that the exporting side and that | Europe on a 
things like President Truman’s basis if we have rather more time. 


We can increase our industrial 


And so, although I fully believe | equipment and we can organize 


But it is of one-third—and this is 
not only true of my country but 
of the whole world—it does de- 
pend upon the leadership and 
upon the hope and the inspiration 
coming from this country. 


Point IV and Convertibility 


Asked by a “Chronicle” re- 
porter at a press conference after 
the meeting as to the dependence 
of Point IV on U. S. Government 
guarantee in the absence of cur- 
rency convertibility, Miss Ward 
expressed her conviction that con- 
vertibility would be a gradual 
process and not be definitely ac- 
complished for a decade. 


Central & South West 
Common Stock Offered 


Underwriting of Central and 
South West Corp.’s offering to 
common stockholders of 725,567 
shares of additional common stock 
(par $5) Nov. 2 was awarded by 
the company to a nationwide in- 
vestment banking group jointly 
headed by Blyth & Co., Inc.; 
Smith, Barney & Co. and Harri- 
man Ripley Co. Incorporated. 
The winning bid of the group 
named a subscription price of 
$12.8750 per share less underwrit- 
ing compensation of 32 cents per 
share. 

Under the company’s offer, 
holders of the common stock may 
subscribe for one new share for 
each 10 shares held of record Nov. 
2, 1949. The subscription warrants 
will expire Nov. 18, 1949. 

Proceeds from the sale of the 
stock will be used for the acquisi- 
tion of additional shares of com- 
men stock of Central Power and 
Light Co. and Southwestern Gas | 
& Electric Co. and to assist these | 





of its four subsidiaries, which in- 
clude Public Service Co. of Okla- 
homa and West Texas Utilities Co. 

Central and South West Corp. 


is a public utility holding com- - 


pany. Its subsidiaries furnish elec- 
trie service in areas in Texas, 


, 


: 


Oklahoma, Arkansas and Louisi- . 
ana. Consolidated operating reve- . 


nues for the 12 months ended Aug. 
31, 1949, were $60,940,484 and con- 
solidated net income $10,553,636. 


Giving effect to this financing - 


the company will have outstand- 
ing 7,985,173 shares of common 


stock. Funded debt of the com- . 


pany, exclusive of subsidiaries, 
amounts to $3,750,000. 


i, 
With Baker, Simonds Co. 
(Special to THe FinancraL CHRONICLE) 

DETROIT, MICH.— Daniel L. 
Powell, Jr., has become connected 
with Baker, Simonds & Co., Buhl 
Building, members of the Detroit 
Stock Exchange. 


oins Goldsbury Staff 


(Special to THe Financia, Cmrontciz) 





MINNEAPOLIS, MINN. — Pat- - 
rick O’Donnell has become asso- - 


ciated with J. W. Goldsbury & Co., 
Twin City Federal Building. 
rt 


King Merritt Adds 
(Special to Tue Frvancitat CHRONICLE) 


MINNEAPOLIS, MINN.—C 
Olson, Ralph R. Stockman, 
mett A. Tobin and Edward E. 
Wells have been added to 


Pence Building. 


Hellebusch With 
Geo. Eustis 


(Special to Tue Frnancrat CHrontcie) 





CINCINNATI, OHIO—Louis F. . 


Hellebusch is with Geo. Eustis & 


subsidiaries to finance a part of|Co., Traction Building, members 
their construction programs. The |of the Cincinnati Stock Exchange. 
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remainder of the proceeds will be | Mr. Hellebusch in the past was 
retained by the company for fu-| with Browning & Co. and its 


ture investments in one or more’ predecessors. 
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50 million pairs of shoes a year—more 


dividend payments for 37 years. 





all the shoes produced in the United States 


for sale to men, women, and children; vf 


Cryplaying. 


provide materials for shoe manufacture and to effect the 


Company's world-wide distribution. 


Z 
200 million dollars worth of shoes annually 


to 28,000 ret: 


iilers, large and small, located in all the 48 


states, in U. S. territories, and in foreign countries. 


O 
S/44 hh ee 


by more than 11,000 individuals and institutions~ 

with no one person or organization holding as much as 5% of 
the 3,400,000 shares of Company stock issued—and 
maintaining for its stockholders an unbroken record of 
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iZ ling Diwisions, os 
ST. LOUIS— 
Shelby, Continental Shoemakers, Pennant Shoe Co., 
Accent Shoe Co., Vitality Shoe Co., Queen Quality Shoe Coy 


Dorothy Dodd Shoe Co., Winthrop Shoe Co., 
Conformal Footwear Co. 


MANCHESTER, N. H.—Sundial Shoe Co., Great Northern 
Shoe Co., Metro-Craft Shoe Co. 


Roberts, Johnson & Rand, Peters, Friedman- 


ee: 


the ~ 
staff of King Merritt & Co., Inc., ~ 





34,000 people in 59 shoe factories, 14 sales 
branches, 9 tanneries, a rubber plant, cotton mill, and morg ll 
than 30 other supply plants and warehouses needed to 
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Investing for the 


(Continued from page 3) 


@nces to keep business on a high 
plateau of prosperity. Among 
These strong supporting influ- 
@nces are: 

(a) Three fold increase in 
money supply ($110 billion com- 
pared with $37 billion in 1939). 

(b) Federal Reserve Monetary 
Policy change in June to increase 
supply of funds available for com- 
mmerce, business and agriculture. 
* (c) Excess of government 
Spending over tax collections re- 
Suiting in ‘substantial treasury 
deficit. Military expenditures and 
Muropean aid. 


Careful and experienced observers 
with good record of judging busi- 
mess trends conclude we have been 
in a slow gradual readjustment 
during 1948-49 which began with 
asiump in the luxury and amuse- 
ment industries and this Summer 
weached steel and copper. The 
automobile industry is now in its 
veadjustment to normal postwar 
sales and production. The read- 
justment appears to be a matter 
of settling down to the postwar 
slateau level as contrasted with 
the .postwar peak during 1947- 


©°98948 when: inventory replenish- 


anent by manufacturers and retail 
#tores was superimposed on the 
#etail sales. Business has gradu- 
ally been returning to its ordi- 
mary seasonal and competitive 
characteristics. 


‘The heavy industry lines such 
s equipment used in production 
re just now reaching. their read- 
justment as much new plant ex- 
pansion is being completed. This 
decline is expected to be a read- 
gustment of perhaps. 6-9 months. 
‘The greatest single factor in shap- 
@ng the course of business in the 
<oming years will be the level 
of business expenditures for 
@lant and equipment. If these 
expenditures fall off only mod- 
rately there will still be a solid 
asis for continued prosperity in 
adhe 1950's. 


The Principal Threat 

What is the principal. threat? 
Whe National City Bank pub- 
Rishes an excellent monthly letter 
@n economic -eonditions. Their 
July letter pointed out that a 10% 
fourth round wage increase, us- 
Ang 1948 as a base, would increase 
wage and salary payments from 
$87 billion to $95.7 billion, reduce 
met profits of corporations by $5.2 
billion. Now the danger here lies 
4m the fact that it no longer ap- 
: rs possible for the manufac- 
wrer to add this increased wage 
ost to his selling price. If this is 
@o, then business men would have 
éo curtail their spending for new 
a@mproved machinery. You can just 
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imagine the effect on business gen- 
erally if business spending sudden- 
ly fell from $21.6 a year to $16.4. 
It would mean a great reduction in 
employment in heavy industries 
that manufacture such machinery. 
The alternative would be for 
business men to borrow this $5.2 
billion, sell new stock, or reduce 
dividends. It would be difficult 
to borrow such a huge amount 
from either banks or life insur- 
ance companies at a time of 
sharply falling earnings. It would 
seem impossible to. sell large 
amounts of new common stock at 
such a time because the common 
stock buyer would be fearful 
about the future. If this money | 
were raised by reducing dividends | 
there would be danger of causing | 
such a bad break in the market 
price of common stocks that con- 
fidence would be impaired. It is 
for precisely this reason that the 
managers of large corporations 
have resisted large wage in- 
creases in 1949. 

This very important question of 
an adequate balance of corpora- 
tion earnings for reinvestment in 
plant and equipment can be fol- 
lowed quarterly in estimates pub- 
lished by the Securities and Ex- 
change Commission and by an- 
nual estimates published in the 
last quarter by McGraw Hill in 
“Business Week.’ If these ex- 
penditures declined sharply the 
storm signals would be flying. 
This is mentioned as an impor- 
tant factor to be watched closely 
and is not intended as a predic- 
tion. We will simply have to wait 
and see what happens by way of 
encroachment through wage in- 
creases and higher corporation 
taxes. On balance, let us assume 
that the readjustment will be over | 
in 1950, and a new wave of ex- 
pansion follow based on a better 
balance in the economy, high Fed- 
eral spending and the strong easy | 
money policy of the Federal Re- 
serve System. These money fac- 
tors would not be effective if we 
were coming to the end of a long 
and great boom, but they can be 
very effective if our theory of a 
readjustment is correct. 








| 
Outlook for Important Industries | 
Having decided on a high level | 

of business activity, the next step | 
is an examination of the outlook | 
for the most important industries. | 
Which industries promise the most 
favorable earnings and dividends. 
A good starting point is a review | 
of these industries beginning with, 
say 1939, in order to eliminate 
those which have the least prom- | 
ise or those in which the risk is 
excessive. Federal Government 
policy and labor trends toward 
higher wage costs are something 
to be weighed. Ability to absorb 
higher taxes should be considered 
since we are in a troubled world 
which requires large military 
spending and aid to friendly na- 
tions, all of which will require 
high taxes. Industries which can- 
not pass along these increased 
costs immediately in higher sell- 
ing prices will be damaged by a 
squeeze on profits. Industries 
which are tied in closely to con- 
sumer spending or mass purchas- 
ing power should be among those 
holding up best. We can then 
construct a list of the main in- 
dustries and try to rate them ac- 
cording to these tests: For exam- 
ple, industries with good invest-| 
ment characteristics because of 
superior stability of volume, earn- 
ings and dividends: 

Chemicals 

Food and Drugs 

Commercial Banks . 

Containers 

Fire Insurance 

Oil 

Retail Trade 

Public Utilities 


Even this selected list of indus- 
tries needs careful follow-up. For | 
example, if we should get into 











another inflationary expansion in‘ 


| the investor who purchased food- | 


1950's 


the next year it might be wise to 
reduce utility and insurance stocks 
and build up chemicals, oils and 
retail trade which are not ham- 
pered by State regulation of rates. 
Fire insurance and utilities were 
benefited by a drop in the general 
price level); the first by a lower 
cost of settling claims and the sec- 
ond ty a lower cost for coal and 
oil and materials and supplies. 


Another group of _ industries | 
which appear to have a promis-| 
ing outlook at this point, but! 
which are more volatile and carry | 
a greater risk, are: 





Automobiles 
Agricultural Equipment 
Electrical Equipment 
Building Materiais 
Machinery 

Metals and Mining 





Before buying into these indus- 
tries it would seem advisable to 
wait and see if capital expendi- 
tures will really hold up satis- 
factorily during the next nine) 
months, dnd whether the indica- 
tions of a new wave of expansion 
are verified. These are the indus- 
tries whose profits and dividends 
would suffer most if storm clouds | 
appeared. The products made by | 
these industries would suddenly 
slump in sales whereas the sales 
of the industries in the preceding 
group would recede more slowly 
and earnings and dividends would 
hold up better. 


Now this matter of industry se- 
lection is quite important, as you 
will see from the following simple 
illustration. The investor who 
purchased steel or railroad equip- 
ment stocks on Jan. 1, 1949, has 
a 10%-12% depreciation, whereas | 





chain stocks has an appreciation | 
of about 30%—a difference of 40% | 
in less than a year. This is a} 
striking but not unusual example 
of the importance of careful beadty | 
and exercise of good judgment in | 
the selection of the right indus-| 
tries for investment. | 


Planning Investment Portfolio 

Having decided on a group of 
industries in which to invest, the 
next step is to plan our invest-' 
ment portfolio, just as an archi- | 
tect would plan a building. The! 
first step is to determine the 
amount of savings to be placed. 
in- bank, life insurance, and high- | 
est grade bonds. All these are a 
claim on dollars. The next step is 
spread the balance over a broad 


| list of our selected industries, and 


in moderate amounts in selected 
companies in these _ jndustries. 
This will introduce broad diversi- | 
fication and give us the benefit 
of insurance principles, one of the | 
greatest safeguards in investing. | 
It will give the investor a cross- | 
section of American industry and 
provide a participation in the 
growth of the country and give 
him a measure of protection in the 
purchasing power of his dollars. 
This is in contrast with a claim 
on dollars which the other part 
of the program provides. Let us 
assume half is put in the Dollar 
Savings and half in equity of 
purchasing power savings. Thus 
the investor will have a good bal- 
ance in times of depression and 
boom. 


When times are bad the bond | 
investments will provide a smaller | 
but fixed income. The high-grade | 
bond investments also will usually | 
be more stable in market value | 
than stocks and can be converted | 
into cash without ruinous sacri-| 
fice if money is needed in bad 
times. 

On the other hand, the common | 
stocks will share in the growth of | 
the country and provide a higher 
income. In booms and inflation | 
they will protect the purchasing | 
power of the investors income. | 
For example, $1,000 placed in a! 
safe deposit box in 1939 is still 
$1,000, but in terms of 1939 buy-| 
ing power it is worth only $574. 
If the $1,000 had been placed in 





land 


a savings fund at 2% interest the | 
buying power today, in terms of | 
1939, would be about $706. In 
Series E Government Bonds it | 
would be about $765. 
if the $1,000 had been placed | 
in some selected common stocks | 
and the income reinvested the | 
present buying power in terms of | 
1939 dollars would be about as/ 
follows: 
General Motors 
Kennecott Copper 
Bethlehem Steel 960 | 
Liggett & Myers 780 | 
So you can see how buying! 
power depreciated in a period of | 
inflation and how advantageous it 


$1,027 | 
1,007 | 


|is to have some common stock |  ' je . . 
is justified and in the meantime 


investments. 
Before leaving this subject of 
investment planning let us em- 
phasize the importance of creating | 
a sound balance between dollar 
backlog in the form of a savings 
account, life insurance and high- 
est grade bonds on the one hand, 
and a carefully selected list of 
representative common stocks in 
basic industries to provide pro- 
tection of purchasing power, | 
greater income and growth. Un- 
balance on either side will jeop- 
ardize the success of your invest- | 
ment objective. 
Selecting Common Stocks 
We are now ready to consider | 
the selection of the individual | 
common stocks. Great care and | 
good judgment are necessary in 
these selections if our work in 
appraising the business outlook | 
and industry selections is to bear | 
fruit. Let me give you a typical | 
example of the wide difference of | 
common stock performance in the | 
same industry. This time let us 
take the automobile industry. The 
investor who bought Studebaker | 
on Jan. 1, 1949, now has an ap- 
preciation of 18%, while -the in- 
vestor who bought another inde- 
pendent producer, Kaiser-Frazier, | 
has a depreciation of 39%. On a} 
$1,000 irfvestment the exercise of! 
good judgment meant the differ- 
ence between now having an in- 
vestment with a present value of 
$1,180 in the case of Studebaker 
only $610 in the case of 
Kaiser-Frazier. The importance 
of selecting the best managed 
companies in an industry is shown 
clearly by a comparison of Swift 
and Armour from the close of 
1947 to the close of business yes- 
terday and what happened to our 
$1,000 investment. 
Cost 
3434 


Value 
32 $920 
Armour, pfd. — 103 62% 610 

The advantage of selecting a/| 
growing company is shown in this 
comparison since the close of 1946. 
This and the following examples 
show what happened to our $1,000 
investment. 


Now 


Value 
32145 37142 $1,152) 

Parke Davis. 42% 28% G67 | 
Here is a comparison of two} 
leading and well managed chem- | 
ical companies since 1939. This is | 
an interesting comparison since it | 
shows little relative difference— | 
it illustrates quality and stability. | 
, Cost Now Value 

46 5414 $1,185) 

East. Kodak 34 4315 1,280 | 
Here is an illustration showing | 
the different investor experience | 
in two well known railroads since | 
the close of 1939 and what hap- 
pened to our $1,000: 
Cost Now * Value | 

Penna. RR. -_.. 23 14% $620 
Norflk & West. 54 4815 900. 


Another illustration of a very) 
slight variation but good inflation 
protection since the close of 1939 | 
in two leading oil companies: 


Cost Now 

Gulf 38 6815 

Stand. Oil _. 26 44% 
(Indiana) 


Here is a striking illustration of 
growth companies in the expand- 
ing synthetic fiber industry: 

Cost Now 
Amer. Viscose. *28 63% 
Celanese 12 28% 


Cost Now 


Value 
$1,800 
1,700 

| 


Value | 
$2,260 
$2,230 | 


*1941, | 


‘is very popular 


|'proach to this problem 
/country can develop good team- 


These few examples clearly. 
show the importance of careful: 
selection of common stocks within 
a particular industry—the impor- 
tance of such factors as quality, 
strong trade position, promise of 
growth, financial strength, good 
earnings trend, good dividend rec~ 
ord, fair return on cost, relative 
market price to earnings and divi- 
dend outlook. 

After all this we come to the 
final and perhaps most important 
decision. Is the price of the stock 
attractive? Here is where not only 
study but experience and good 
judgment play a vital part. If the 
price is too high you may have 
to wait for years before the cost 


you will have been getting a 
lower income return than the 
times should have afforded you. 
The investor who bought duPont 
at 57 in 1946 has a sound invest- 
ment but it is still only worth 
46 today. The investor who bought 
General Electric for 52 in 1946 
has a good stock but it is only 
worth 37 today. His timing, his 
judgment was poor and costly. 
True, there is no perfect answer, 
but many of the common mistakes 
can be eliminated by careful study 


‘and not by buying when a stock 


(and - probably 
high) but rather buying when the 
good stocks are not popular (and 
probably very good value). Like- 
wise, if you have a well managed 
investment program of high-grade 
bonds and common stocks, don’t. 
ever. be stampeded into selling 
good stocks when there is a bad 
scare or business is poor. You will 
probably sell at a great sacrifice 
and do much better if you hold on 
and collect your generous divi- 
dends. 

Now some of you may wonder 
about the wisdom of investing in 
America at this time when in- 
dustry is tied up by-nation-wide- 
strikes in the great basic coal, steel 
and aluminum industries. Don’t 
let fear paralyze your reason and 
common sense, 

This analysis indicates that there 
are good indications this country 
is now in the latter third of the 
postwar readjustment. There are 
signs that the United States in 
the coming year will be on the 
threshold of its greatest peace- 
time business era, There is one 
cloud on the sky. Will it blow 
away or end in a thunderclap? 
It is within the power of our lead- 
ers in business, labor and govern- 
ment to work out an area of 
agreement. They will do so if 
public opinion demands coopera- 
tion. Everyone of you as citizens: 
and investors can help to build 
up an irresistible tide of public 
opinion to force a sound solution, 
It is time for a statesmanlike ap- 
so this 


work between business, labor, in- 
vestor and government and ful- 
fill its obligation to its citizens 
and discharge its obligation of 
world leadership. As our leaders 
make a genuine effort to meet this 
challenge, then we can be confi- 
dent that there is a sound basis 
for the investor to “Invest in 
America.” 


Paul J. Koughan With 


Hexter & Co. 

(Special to Tue Francia, CHRONICLE) 

SAN FRANCISCO, CALIF.— 
Paul J. Koughan has become as-— 
sociated with Hexter & Co., of 
Los Angeles. Mr. Koughan was 
formerly co-manager of the San 
Francisco office of King Merritt 
& Co., Inc., and prior thereto 
represented Lord, Abbett & Co. 
on the Pacific Coast. 


With E. F. Hutton & Co. 
(Special to Tae Financia CHronicie) 
SAN FRANCISCO, CALIF.— 
John E. Parr has become affili- 
ated with E. F. Hutton & Co., 
160 Montgomery Street. Mr. Parr 
was previously with Hope & Co. 
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~lHow to Solve the 
Problem 


(Continued from page 6 ) 


ean now afford to-spend much; 
time on small investors is the man 
who is selling a stock on an un-| 
usually large commission, which | 
is in general not the kind of stock | 
the small investor should buy. 
The country banks are, to my 
mind, in a key position as to the 
farmers, many of whom have large | 
sums available for investment. It | 
is unfortunate that banking act’) 
regulations prevent the country | 
bankers trom getting even a small 
profit on the sale of stocks, so 
their natural tendency is to ad-'| 
vise their customers to keep the | 
money in the bank or in govern- | 
ment bonds. I have wondered if. 
there might not be room for mail-| 
order selling of investment trusts 
of high standing at relatively low 
cost. In any case, this whole) 
field is worthy of the best atten- | 
tion of all those interested in solv- | 
ing the equity capital - problem. | 
While SEC regulations have min- |. 
imized many abuses, there is_ 
something wrong when $25 mil-| 
lion of a stock like Tucker can) 
be sold, when stocks with 50-year | 
dividend records lie neglected on | 
bargain counter. 

But how about those who do) 
know the value of buying stocks? | 
Here the big problem is lewer and | 
fairer taxes. The tax threat runs | 
through all our discussions. High | 
corporation taxes increase capital | 
meeds—encourages borrowing ver- 
sus sale of equities. Double taxa- | 
tion of dividends and _ steeply 
graduated individual taxes dis- 
courages investors along with in- 


| Washington 
/only to aiscourage that investment, 


| serve Board, recently made some 


'to see that his recommendations 


Equity Capital. 


especially loss provisions. Threats 
of new taxes are an even worse 
discouragement to equity invest- 
ment because of the uncertainty 
thus created. While Washington 
economists must realize the 
need to make new capital invest- 
ments of at least $15 or $16 
billion a year if we. are to 
keep up with our growing labor 
force and keep our machinery 
modern, many of the actions in 
seem designed not 


but to make it impossible by 
heavier taxation and more and 
more controls and government 
competition. I was particularly 
happy, however, to note that Mr. 
McCabe, Chairman, Federal Re- 


very constructive suggestions 
along this line. 

The No. 1 answer at present to 
the problem before us, is that 
taxes should be reduced and 
must not be increased. Gov- 
ernment spending must be re- 
duced. Mr. Hoover has shown it 
can. be done and we owe him our 
thanks. We owe it to ourselves 


are largely followed. Threats of 
new taxes must be ended, and the 
whole tax system should be re- 
vised to encourage rather than 
discourage the raising of risk 
capital. If not, we can’t hope to 
maintain continued improvement 
in. our standard of living, take 
care of the growth of our labor 
force, and keep our country strong 


dark areas where American 
methods and capital are spurned, 
have every prospect of moving 
into an era of good feeling far 
beyOnd anything envisaged in the 
19th century or in the first half 
of the 20th century. 


Everywhere there is the same 
cry. Mineral resources must be 
developed, water power projects 
put under way, more productive 
use made of land. The Adminis- 
tration, Over and beyond aid to 
Europe, will again push Point IV, 
a world-wide program to expedite 
the progress of undeveloped and 
under-developed countries. Fora 
change, I think, the American in- 





vestor will receive fairer treat- 
ment. Unless the most ele- 
mentary logic is cast aside, I can- 
not conceive of Administration 
forces having the audacity to ask 
the Congress to provide special 
protection for investment abroad 
while the stockholder-owners of 
the very companies that would be 
invited to put their funds to work 
in the four quarters of the globe 
are continued to be discriminated 
against. This is one time when to 
gain an objective, the position of 
the American investor will have 
to be improved. It is the genius 
of American industry, utilizing the 


i..vestors’ money, that is being 





summoned to create new indus- 
trial frontiers, expand the ' 

of consumers, and raise the a 
ard of living in poverty-ridden 
areas. The second half of the 
20th century approaches, with 
awe-inspiring responsibilities and 
unparalleled opportunities. 


With Jacques Coe 
Jacques Coe & Co., 39 Broad-= 
way, New York City, members oF 
the New York Stock Exchange 
announce that E. A. Hungerford 
has become associated with the 
firm. 





Friendliness 
Lives Here 


To. familiar Tydol Flying -A- 
Disc you meet along the high- 
ways is more than the symbol of 
quality petroleum products .. . it 





is also the signpost that says, 
“Friendliness Lives Here.” 


Behind the Flying -A- Disc 
stands a long record of petroleum 
achievements...such historic feats 
as building the famous pioneer 
pipe line from Pennsylvania to the 
sea...such modern triumphs as 
today’s superb 100% Pennsylvania FL YING 
VeEDoL Motor Oil and Tydol Proogits 2 he 
Flying -A- Gasoline. Behind this / we ee 


disc also stands the personality 


equity of capital gains taxes and ‘and free. 


Stimulating Capital Markets 
(Continued irom page 9) 
provide funds under carefully re-;| markets will open up. I rest my 
stricted circumstances to offset a case on two major premises, 
general caving-in of credit and The story of corporation finance 
wholesale liquidation. With sav-|in the future cannot, in my judg- 
ings now at enormous levels, ment, be foretold on the basis of 
financial institutions hard put to current tendencies. The good 
find sufficient outlets for funds,| sense of the American people is 
and individual investors requir-| beginning to assert itself and 
ing only a fair deal to divert funds their representatives in Congress 
to the financing of industry, by are now becoming convinced of 


YDOL 


acquisition of ownership interests, | 
athe hour demands not government | 
lending with only vague limita-| 
tions on the use of public funds, | 
but a revision of the Federal tax 
structure. 


RFC business lending at pres- 
ent serves only to discourage 
commercial and investment bank- | 
ers, to create dissatisfaction among 
businessmen who fail to obtain 
loans, and to sponsor a group of 
preferred businessmen existing | 
bv virtue of distribution of gov- 
ernment funds. At best, a 
vaguely defined lending policy to 
business by a public corporation 
with large available capital in- 
vites political pressure difficult 
to resist. The whole policy is un- 
sound. 

The commercial banks and in- 
surance companies have done a 
magnificent job in the postwar 
and transition periods. Give own- 
ership funds some encouragement 
2nd small- and medium-sized 
business will obtain funds aplenty. 
The harmful] influences of a lend- 
ing agency such as the RFC 
greatly outweigh whatever small 
good it may accomplish. I have 
yet to find any authority in the 
field of finance who would per- 
petuate RFC business - lending 
authority, much less broaden its 
activities. 

In this uncertain world, and 
judging by a review of the accu- 
racy of the predictions of the most 
respected prophets over the past 
20 years, I might be better advised 
to dodge any discussion of “to- 
morrow in the field of fimance.”’ 
For what it is worth, I am willing 
to go on record that the capital 


Walter A. Lynch, a member of 


| enthusiastically, 


the broad, pervasive value of a 
sound, dynamic equity market. 

I refer you to the bill recently 
introduced by Representative 


the House Ways and Means Com- 
mittee (H. R. 6393—8lst Con- 
gress, First Session). This meas- 
ure, which you should support 





is designed to 
encourage risk capital and stabil- | 
ize employment. It provides for | 
the repeal or restriction of certain | 
wartime excise taxes. Mr. | 
Lynch’s bill provides further for a| 
credit of 10% of the income of the | 
individual taxpayer derived from 
dividends on common stock which | 
is estimated to involve a revenue | 
loss of $560,000,000. | 

Finally, a group of changes af-| 
fecting capital gains should be} 
extremely helpful in expanding | 
the economy by encouraging 
risk-taking and investment in pri- 
vately and publicly Owned busi- 
nesses. It is proposed to increase 
the deduction of losses permitted 
against ordinary income from 
$1,000 to $5,000, reduce the tax on 
gains realized in more than six 
months to 10% and change the 
holding period from six months) 


to three months. 


Secondly, I believe that the)! 
capital markets will be opened by | 
reason of the world need for cap- 
ital, Tomorrow, I confidently ex- | 
pect, will be more interesting and 
fruitful in finance than even the 
past, not excluding the twenties, | 
for finance is closer to the produc- | 
tion and distribution lines. When 
fetters on ownership funds are 
loosened, the United States and | 
the world ai large, except in the | 





an 


pleasant for you. 


Service is gladly given! 





Remember these things when 
you see the next Flying -A- Dise 
along the highway. You will find 
it a place where quality products 


are sold... and friendly Flying -A- 


of a friendly Flying -A- Dealer, 
independent businessman 
dedicated to make motoring more 


ns 
— 
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—_——- a trend of foreign trade is currency 
devaluation. Unlike in the case of 
* e,° | sterling, confidence in the Cana- 
anda an ecurittes 'dian dollar is still strong. Conse- 
‘quently devaluation would not 
By WILLIAM J. McKAY 
3 t it ould also give an 
During and since the war the Canadian economy has experienced = A el a He oe U.S. 
an uninterrupted movement of steady expansion. From 1946 to 1947) investment funds north of the 


there was an increase in the Gross National Product of 13.8%, and| : : 
from 1947 to 1943 a further rise of 13.7%. Whereas south of the border | border. Remedial action of: this 





|only assist in the restoration of a 














/more favorable foreign trade bal- 


the inevitable, postwar adjustment * ‘nature is all the more effective 


following the end of the sellers’ 
market already exerted its influ- 
ence, the Canadian economy so 
far has proved impervious to de- 
flationary pressures. TO a great 
extent the enormous expansion of 
private capital investment that 
has taken place in the Dominion 
in the past few years is responsi- 
ble for this phenomencn, It is also 
to be noted that there is invari- 
ably a time-lag between the de- 
velopment of an economic trend 
in the United States and its in- 
evitable impact on its northern 
neighbor. 

There is now reason to believe 
that Canadian immunity from the 
effects of a world-wide experience 
is now approaching its end. In ad- | 
dition to recent indications that 
the domestic economic expansion | 
has passed its peak, the repercus- 
sions of the drastic sterling de- 
valuation are already commencing 
to cast gloomy shadows on the 
Canadian economic scene. Hither- | 
to the Dominion’s chronic problem | 
of the deficit in trade with this 
country has been largely solved 
by applying the favorable balance 
with the British Commonwealth | 
against the U. S. debit balance. | 

It is now evident however that 
Canadian exports to the United | 
Kingdom and other British Do- 
minions will be severely curtailed 
im the period immediately ahead. | 
The United Kingdom has advised | 
Canada that the dollar-shortage | 
will prevent purchases of Cana- | 
dian newsprint, eggs, and bacon. | 
Furthermore Britain has an-| 
nounced that she will be obliged | 
to reduce her purchases in the} 
Dominion of softwoods and other | 
lumber and will seek lower prices | 
for Canadian supplied cheese. It 


_ada’s overall 


British automobiles, which had al- 
ready registered a striking ad- 
vance since the beginning of the) 
year, have received a _ further 
stimulus. Canada now figures as 
the second largest market in the! 
world for British cars. British 
competition in this market has) 
also adversely affected Canadian | 
sales in British Commonwealth 
ireas. Likewise in the important 
textile field lower British prices 
are commencing to cause serious | 
concern to Canadian manufac- 
turers. 


It would appear, therefore, that | 
Canada’s favorable balance of} 
trade with the United Kingdom is 
likely to suffer a severe decline. | 
In this event, unless exports to 


|this country can be still further 


increased, it is possible that Can- 
favorable balance 
will disappear. In order to protect 
ner declining exchange reserves 
Canada, in view of recent interna- | 
tional commitments, can no longer 
resort to the defensive measure of 


| tariff adjustment. The only other | 
|immediate alternative that would 
'serve to correct the unfavorable 


scope 
| whereas in the event of the devel- 


‘when taken before pressure on|{™ 


exchange reserves results in the 
undermining of confidence in the 
currency. 

During the week external bonds 
were firm but activity was still 
restrained by searcity of supply. 
Dealings in internals were also 
limited and prices were virtually 
unchanged. At the current level in 
this market of Canadian internal 
bonds there is growing uncer- 
tainty as to their attractiveness. 
There now remains only limited 
for further improvemeni 


opment of any weakness there is 
no official floor under this mar- 
ket to arrest a decline. Free funds 
were virtually unchanged but 
there is increasing evidence of the 
development of a weaker under- 


tone. Stocks again were buoyant 


led by Western oils which reached 
their highest level since the Tur- 
ner Valley boom in 1937. Base- 
metals also attained a 12-year 
high point and new highs were 
likewise registered by several in- 
dustrial issues. There was little 
activity in the golds and the price 
index was only fractionally higher 





As We 





(Continued from first page) 


boundaries of semantics. This is particularly true of 
the terms “statism” and “reaction.” 


Statism and Reactionaries 


It is, therefore, definitely 


both pertinent and useful to 


inquire: What really is ‘“‘statism‘’? Who in hard fact are the 


“reactionaries” of the day? 


Every American school child knows that the movement 


which finally brought this country into existence was 


is also doubtful whether Canada launched in 1776 with the publication of a document which 
will be able to retain her hold on| in an early paragraph solemnly asserted: 
the British wheat market after the | “We hold these truths to be self-evident, that all men 
age ned Euisces’ Alisanasens are created equal, that they are endowed by their Creator 
which empires July 31 next. with certain inalienable Rights, that among these are Life, 
“Thus judging from the export| Liberty and the pursuit of Happiness. That to secure these 
side of British-Canadian trade it| rights, governments are instituted among men, deriving 
appears fairly conclusive eel their just powers from the consent of the governed. That 
es sharpie ed Yee oar |whenever any Form of Government becomes destructive of 
ysis of the prospects on the other | these ends, it is the Right of the People to alter or to abolish 
side of the ledger also leads to the} it, and to institute new Government, laying its foundations 
opinion that the balance will be| upon such principles, and organizing its powers in such 


still further affected to Canadian | 4 , 
Mtsiment. Following ‘steriiikcde- form, as to them shall seem most likely to effect their 
Safety and Happiness. 


valuation imports into Canada of | 
| Real Freedom Sought 


The immediate cause of this outburst was, of course, 
_the behavior of the government of the then mother country, 
against which the Declaration of Independence cites a long 
list of charges about the substantial nature of which the 
world has long since agreed. But the basic conceptions of 
the nature of government and of the proper relationship of 
government to the individual-—the spirit and the general- 
ized philosophy of this document—could never have ap- 
|peared at that time but for a long development of thought 
which preceded it, and which in a very real sense furnished 
the foundation for it. 
Rebellion against tyranny and absolutism in any 
form had long been.in the air over large parts of the 
world. The concept of a government which was the 
servant, not the master, of the people had evolved and 
was flourishing in 1776, and no one who is familiar with 
the facts would for a moment doubt that the basic 
change sought was not that of broadening or changing 
the identity of the groups receiving favors from govern- 
ment, but rather, to create government which left the 
people free of many of the restraints and interferences 
of all kinds long suffered. 


A Similar Version 


But all this was by no means confined to the polit- 
ical arena. In this year 1776, there appeared what might 
In a sense be termed an extended and greatly elaborated 
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tion of Independence. It was entitled “The Wealth of Na- 
tions.” From that document we take the following sen- 
tences: 

"It is thus that every system which endeavors, either 
by extraordinary encouragements to draw towards a par- 
_ticular species of industry a greater share of the capital 
of the society than what would naturally go to it, or, by 
extraordinary restraints, force from a particular species 
of industry some share of the capital which would other- 
wise be employed in it, is in reality subversive of the 
great purpose which it means to promote. It retards, in- 
stead of accelerating, the progress of the society towards 
real wealth and greatness; and diminishes instead of in- 
creasing, the real value of the annual produce of its land 
and labor. 

“All systems either of preference or of restraint, 
therefore, being thus completely taken away, the obvious 
and simple system of natural liberty establishes itself 
of its own accord. Every man, as long as he does not 
violate the laws of justice, is left perfectly free to pursue 
his own interest his own way, and to bring both his in- 
dustry and capital into competition with those of any 
other man, or order of men. The sovereign (the govern- 
ment) is completely discharged from a duty, in the at- 
tempting to perform which he must always be exposed to 
innumerable delusions, and for the proper performance 
of which no human wisdom or knowledge could ever be 
sufficient; the duty of superintending the industry of 
private people, and of directing it towards the employ- 
ments most suitable to the interest of the society. Accord- 
ing to the system of natural liberty, the sovereign (gov- 
ernment) has only three duties to attend to; three duties 
of great importance, indeed, but plain and intelligible to 
common understandings: first, the duty of protecting the 
society from the violence and invasion of other indepen- 
dent societies; secondly, the duty of protecting, as far 
as possible, every member of the society from the injustice 
‘or oppression of every other member of it, or the duty 
of establishing an exact administration of justice; and, 
thirdly, the duty of erecting and maintaining certain pub- 
lic works and certain public institutions which it can 
never be for the interest of any individual, or small num- 
ber of individuals, to erect and maintain; beeause the 
profit could never repay the expense to any individual 
or small number of individuals, though it may frequently 
do much more than repay it to a great society.” 


A Rebellion 

Now all-this on both the political and economic fronts 
constituted: a rebellion against conditions which had long 
plagued the world. These conditions have never been de- 
scribed better than by a world renowned American scholar 
whose personal predilections certainly did not always in 
practical affairs follow the precepts of Adam Smith. Here 
is the way’ he described them: 

“The Europe of his (Adam Smith’s) day had long 
been dominated by the so-called mercantile system—a 
system which in its origin responded to the demands of 
the new national life, and which laid great stress on the 
power of government to affect economic conditions. Use- 
ful and justifiable, however, as the system had in many 
respects been, it had become, during the eighteenth cen- 
tury, outworn and antiquated, and the emphasis had been 
gradually put upon restrictive rather than constructive 
measures, so that it culminated in a most elaborate policy 
of national exclusiveness. Inquisitorial customs houses 
and tariff wars were multiplied. Industry was fairly 
throttled by minute regulations of details, and in some 
countries volumes were filled with complicated, unin- 
telligible, and contradictory regulations of manufactures. 
The confusion was heightened by the excess of the monop- 
olistic companies, and especially on the Continent by the 
degeneration of the craft guilds (prototypes of our labor 
umene). * *,* *, 

“What wonder, then, that sect of men should arise 
who sought refuge from this intolerable pandemonium 
of perpetual interference in the soothing doctrine of abso- 
lute liberty?” 

This “sect of men” through the centuries have been 
called the “liberals” — or had been until the politicians 
of the New Deal days began to cast aspersions upon 
them and to set themselves (modern counterparts oi the 
mercantilists and the guilds) up as the “liberals” of this 
day, and to dub all others “reactionaries.” 

Distinguished Company 
Obviously, if those who oppose, the New Deal, the Fair 
Deal, and Statism (of which both are embodiments) and 
who wish to revert to the order of natural liberty and self- 
reliance are really the reactionaries of the day, they have 
distinguished historical company. 
For our part, we are proud to align ourselves with 

















economic version of some of the sentences of the Declara- 


them. 
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Securities Salesman’s Corner 


== By JOHN DUTTON 
IS IT LISTED? 


(Second Article) 


_ Last. week.we discussed the changes which the. unsound. policies 
of the government have brought about in the retail securities busi- 
ness. We pointed out that New Deal practices have killed off new 
financing for small and medium sized business firms through the 
regular private channels which prevailed before 1932. Also, that high 
grade bond issues, due to the government’s cheap money policies, are 
no longer attractive to individual investors, and this has established 
a ‘small circle of prominent underwriting houses that specialize in 
selling to the insurance companies and banks. Other firms doing a 
retail business do not share in this profitable business. What had 
formerly been a business where the underwriters acted as whole- 
Salers, and the houses of retail distribution as retailers, has now 
degenerated into a situation where the smaller retail organizations 
of the country heve but two choices: First they can pick a few old- 
lime; seasoned, over-the-counter issues and offer them to their clients. 
Seeoend, they can sell the Investment Trust Funds (which many are 
doimz out of necessity rather than choice). 


A stucty of the available issues that the retail dealer can purchase 
in the open market can be summarized as follows: There are the 
bank and insurance stocks; the utility operating common stocks which 
fortunately for dealers, are now making their appearance in increas- 
ing numbers due to the breakup of the holding companies now tak- 
ing place; a fair number of seasoned common stocks of some excel- 








lent industrial companies; a very few railroad common and preferred | 


stocks (mostly speculative and the residue of past reorganizations); 
a ‘sizable number of good guaranteed railroad stocks; a few attractive 
oi. ‘stocks of smaller companies; some textiles with excellent rec- 


ords; some rea! estate bonds and stocks (mostly New York City and| 


Chiéago). and a large number of issues of smaller companies, many 


that it is breadth of ownership that is the inherent basis for liquid- | 
ity. But during periods of inactivity there ‘is.a fear on the part of 
many feta:l Gearers that they may lock their ‘customers ‘into some | 
‘situations that otherwise might be attractive to them. If you go out, 
for instance, and you place 50 to a.100 or more of your clients in a 
situation, you may be able to put them in with quite a bit less diffi-| 
culty than you can get them out (if conditions are such that this is 
advisable at a later date). 


The foliowing is not intended -as a criticism of unlisted issues. 
It is offered however as a study that I have compiled which I believe 
is fairly accurate. At least, it could serve is a starting point for| 
someone with a large statistical staff that desires to go further 
along this line of research. In my opinion the figures below indicate 
two things—that the unlisted market today is very inactive, and even 
more important, that there is a great opportunity for trading firms, 
with ample capital and the research facilities, to go out and make 
real markets in many good issues that would appeal to retail firms 
if they had two things. First, assured marketability not only when 
the issue is bought, but for years ahead; and detailed reports of the 
progress of the subject company furnished to dealers at regular 
intervals. Given these two essentials, retail distribution of many 
lagging unlisted issues would increase and business would improve. | 


As of the date of Oct. 21, 1949, the eastern section (Pink Sheets) 
of the National Daily Quotation Service carried the quotations on 
about 4,000 stock issues (including rights, scrip, warrants, preferred 
stocks, etc.). 


Out of this total of 4,000 issues, there were only 141 issues that 
showed a buying or selling interest by at least 10 houses. In other 
words only 141 issues had at least 10 firms showing a trading inter- 
est. Thirty of these issues sold under 5; 32 sold between five and 10; 
40 issues sold between 10 and 20; and 39 sold over 20. 


Out of the 39 issues selling above 20 here is the way various 
industries were represented: 


Eight bank and other financial; five industrials; 22 public util-| 
ities; and four insurance. 


If we had used a base price of 10 instead of 20 in the above 
analysis we would probably have found that the bank and insur- 
ance group and the utilities made up the largest number of issues— 
with the industrials lagging behind. Of course it is obvious that 








of ‘them verv risky and speculative. As far as government bonds 
and-municipals are concerned, these are highly specialized fields and 
are mot usually of interest to the rank and flie of retail dealers. 


The retail firm that is serving a local clientele cannot make 
any money sélling listed issues. It is seldom that they participate 


nearly all the issues selling under 10, and particularly those under 
| five, are highly speculative and, accordingly, not the most attrac- 
| tive from a retail standpoint. 

When less than 312% of all the issues listed in the National 
| Quotation Sheets on an average business day have the benefit of 





Ceniral Maine Bonds 

Halsey, Stuart & Co. Inc. of- 
fered to the public Nov. 9 $5,000,- 
000 Central Maine Power Co. first 
and general mortgage bends, Se- 
ries S$ 2% % due Nov. 1, 1979 at 
101.515% and accrued interest. 
The firm won award of the Bonds 
at competitive sale on a bid of 
101.3251. 

Net proceeds will be used to pay 
in part the cost of the company’s 
construction program. The com- 
pany estimates that its construc- 
tion program for 1949 and 1950 
will require aggregate expendi- 
tures of $18,558,000, of which $8,- 
000,000 is scheduled to be ex< 
pended in 1950. 

The company, operating wholly 
within Maine, generates all but a 
very minor part of its require- 
ments for electric energy. Its dis- 
tribution system serves about 
208,000 domestic, commercial, in- 
dustrial, agricultural and munici- 
pal customers in central and 
southern Maine, an area which 
includes the industrial centers of 
Portland, South Portland, West- 


brook, Lewiston, Auburn, Bruns- 


, wick, Bath, Biddeford, Saco, San- 


ford, Gardiner, Augusta, Water- 
ville, Fairfield, Skowhegan, Bel- 
fast and Rockland and 256 other 
cities, towns and plantations. This 
territory has a population of 
about 560.000, representing ap- 
proximately two-thirds of the to- 


tal population of the state, and 
embraces the greater part of its 


even 10 firms showing a trading interest in these shares, the impli- 


in the few special offerings of common and preferred. stocks that. : ] : 
cations are obvious. There is a great opportunity right now for 


are quickly oversubscribed by stock exchange houses and their| 
















pall . some well financed wholesale firms to do a real job of market-|; : mm 

favored few who tag along. So they must sell unlisted or the funds, aking, and selling to retail firms. It is.also quite clear that dealer | industry. Among the more im 

as we have said. Now when it comes to picking out salable seasoned | indifference to many seasoned issues is not alone due to their own. portant industries served are 
° . 


unlisted issues there is a real problem of finding not only quality 
but ‘salability. It has been said that the unlisted market is broad, 
that it is as liavid in sore cases as the organized exchanges. We do 
know thet listing of itself does not insure marketability. We know 





sales ineptitude but to a realization that limited marketability can) 
be very detrimental to their clients’ welfare, as well as their own| and wool textiles, 


pulp and paper products, cotton 
shipbuilding, 


position, under the present conditions of stagnation which now) metal trades, lumber and wood- 


exist in the unlisted markets. 


Serving 











facilities, support this fleet. 


pace 
requirements of the Americas. 





* 


British Honduras Dominican Republic 


Jamaica, B.WA. 


Colombia El Salvador Nicaragua 
Costa Rica Guatemala Panama 
Cuba Honduras Canal Zone UN ITED FRU IT COMPANY 





| working, and boots and shoes. 





Middle America 
fot FO jeats 


For half a century, ships of the Great White Fleet have transported 
vast quantities and varieties of products, plus thousands of vacation- 
ists, to and from the ports of the Caribbean. 


Today fast, refrigerated vessels ply their United Fruit routes, serving 
shippers and travelers in Inter-American trade. Competent staffs, 
afloat and ashore, operating the latest in modern equipment and 


As trade and travel continue to grow, the Great White Fleet keeps 
. . offering constantly dependable service tailored to the 


Great Waite Fueet 


General Offices: 80 Federal Street, Boston 10, Mass. 





* 





New York 6: Pier 3, North River 
Philadelphia 6: Pier 9, North Wharves 
Washington 5: 1514 K St., N. W. 

New Orleans 4: 321 St. Charles St. 
Chicago 2: 111 W. Washington St. 

San Francisco 7: 1001 Fourth St. 
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Flexibility in American Banking _ Banks and Central Banks 


(Continued from first page) , crease in commercial loans came provision of nature that, at a cer-| (Continued from page 27) 
éndustrial, and agricultural credit | #b0ut, not because of any re-|tain stage of decline in well-|the government security market, sy-like growth of agencies to deal 
was-less. than it was during the | versal of bank lending policies,| being, men’s minds may be | cited as an example. | with new problems—now-. we need 
years immediately before the war, | 





because production and distribu- | 
Sn ee geeds for normal civilisn | tory policies on the part of bust- | 
étricted by military needs. As a} 
fesult, total business and indus- | 
drial loans made by the banks de- | 


$1,300,000,000 between | pecause of presently favorable 


consumption was greatly re- 


«reased 
5941 and 1944, in spite of the fact 


that during those years, the banks | 


were lending many billions of | 


dollars to war production indus- | bined to reduce both the demand | 


‘for bank credit and the amount, 


dries. 


When ihe war ended, banking | 


aindertook a program of financial 
Readership in the trernendous task 


@f reconverting business and in-| 


aiustry to peacetime operation. At 
ihe close of the war, business and 
fadustry needed working capital 


fo reorganize production lines, to. 


employ and train labor for peace- 
dime production, to build inven- 


fories for manufacturing postwar | 


products, and to stock wholesale 
and retail shelves that were vir- 
dually empty. Adequate 
for all these purposes was made 


available to business and indus- | bank credit outstanding 


dry. 


During the two years 1946 and | com to give alerm. 


4947, insured commercial banks 


genet these needs for credit by in- | 
in- | 
dustrial loans from $9,400,060,000 | 
4 $18,000,000,000—an increase of | 
600,000,000. Throughout those | “ea “aa bal i 
years, business and industry were | ™onetary policies ane. Satay’ ce 
confronted with ‘the problem of | fecting 
. . 4 { — 
Feconverting and stepping up pro-| maintained 


«creasing their business and 


@uction in the face of vast con- 
e6umer demand and great: material 
and labor shortage. The inevitable 
results 
price 
@reatly 
credit. 
If the banks had not provided 
mdequate credit, business and in- 
dustry could not have produced 
the thousands of products which, 
within the past year, have again 
become plentiful in supply. If the 
goods had not been produced, the 
«onsequence would have been 
€ven greater inflation. Banking 
was acutely aware of its two- 
edged responsibility to provide 


levels and aie sstill 
increased demand 


more 
for 


adequate productive credit and to | : ; re i diesinedit 2 | 
inflationary | banking is an important ingredi- | 


fires by rejecting useless loans |“ in a free life. 


adlampen down the 


ihat could only have added fuel 
to the flames. 
In January, 1943, it under- 
k its voluntary credit control 
rogram. Under this anti-infla- 


tion program, the banks saw to} 


at that credit was directed into 
Joans for productive purposes and 
withheld from nonproductive and 


speculative channels. Thirteen | 
pilot meetings were held in key | 


cities of the country. At these 
meetings, the voluntary credit 


control program was presented to) 
representative bankers of each| 


area of the country. The pilot 
meetings were supplemented by 


additional meetings hel , the | he de 
Mtoe eee el ~ be 204 fers editorially to the myth that) 


| socialism 


bankers’ 
etates. 


The acceptance of this program 


by the banks and their coopera- | 


fion wth it is attested by the re- 
suits. The rapid increase in bank 
Joans, which had been going for- 
ward since the end of the war. 
began to level off. At the same 
time, the pipelines of supply were 


were. constantly higher | to do so regardless of what criti- 


but because of decreased con-| awakened to a realization that) 


prices, more conservative inven- | 


of collectivism. 
Let us not assume that time 


, on I want to range myself on the | to sit back and take a hard look at 
sumer demand, lower commodity | they cannot endure the privations| side of those who say that, in 


principle, the central bank should 
| be independent in its action. I 


ness and industry, a reduction! is running against us. The issue} think that control over the bank- 
ee system’s unique power to-ex- 


of industrial ouput this year, and | 
the refunding of bank loans into | 


will be decided not only by rea- 
soning in the field of ideology, 


pand or contract the money sup- 


new issues of industrial securities | but also by pragmatic tests. Wil-| piy can best be administered, not 


conditions in the bond market. 
All of these factors have com- 


of such credit outstanding. Re- 
gardless of how aggressive banks 
may be in their lending policies, | 
they cannot expand tneir loan 
portfolios unless borrowers need | 
loans and are willing to corrow. | 
in view of the decrease in the) 
volume of business, the lessening 
of output in many industries, the 
restricted inventory policies of | 
retailers, wholesalers, and manu- | 
facturers, and the hesitancy of 
many consumers to buy in the), 


credit | face of the price declines of the | 
| past year, the decrease of about 


$2,000,000,000 in the amount of 
is sur-| 


prisingly small. It is not a symp- | 


Chartered banking has main- 
tained its credit-granting flexi- 
bility throughout the years since | 
the war. It has done so in spite 
of uncertainties regarding federal 


turbing legislative proposals af- | 
bank reserves. It has 
its adzsptability in| 
spite of the competitive lendirg | 
pelicies of certain 
credit agencies. It 


government | 
will continue 


cism may be leveled at it for the 


\sake of political expediency. Its 


rcle in the economy is that it can 
and does meet the changing 
credit needs of business, industry, 
and agriculture. That is a chief 
:eason for its continued existence. 

To its continued existence, we 
are irrevocably dedicated. We 
are dedicated to that cause not 
merely because it serves our 
business interest, and not pri-| 
marily for that reason. It is more | 
vital that we know that chartered | 


I have heard that expressed, in 


around the country. 
There is no shortage of conviction | 
on that puint. 

It seerns to me that there may | 
be a shortage of hope tor the 
maintenance of a free life. It 
seems to me that too often we) 
hear the nhrases, “a delaying ac- | 
tion,’ or “a rear guard action,” 
or “the tide is against us,” or “‘it | 
is later than you think.” It may | 
be true that it is later than we 
think, but it may also be true) 
that our chances are better than | 
we think. 

The “Wall Street Journal” re- 


is the “noncommunist | 
wave of the future.” It says: 
“Almost everywhere in West- 
ern Europe, socialism is in re- 
treat. The dominant political | 
forces of the two most populous 
nations outside of Germany— 
France and Italy—share the same 


é _ basic principles as the conserva- 
rapidly filling; rapidly invento-| tive Christian Democrats 


who | 


ries rose to unprecedented highs; | emerged victorious in Germany’s 


and demand and supply were! 


rapidly being restored to a more 
mormal balance. During the en- 


fire year 1948, when the volun-! 


fary credit control program was 
in effect, bank loans to business 


and industry expanded only 
$700,000,000. 

Since the end of 1948. bank 
foans have decreased. Recently, 
weekly reporting member banks 
have been reporting business, in- 
dustrial, and agricultural loans of 
about $13,000,600,000, a decrease 
of about $2,000,090,000 as com- 
pared with a year ago. This de- 


election. Almost nowhere to be | 
found is a full-blown, out and out 
socialist state. ... 


“The reason for this trend away 
from socialism is not far to seek. 
Europeans, especially those di- 
rectly touched by war and occu- | 
pation, are tired of the authori- 
tarianism of the ali-powerful | 
state. They are sick of controls, 
restrictions, and poverty.” 

This trend should give us| 
strength. There are those who 
said that the world could not af-' 
ford the luxury of an enterprise 
System. It is perhaps a merciful | 


| ternal 


;ous and 


| seems to make for a-surplus in 


international payments, just as a 
controlled economy, despite the 
high claims made tor it, is almost 


' always associated with a deficit.” 


One of the nation’s outstanding 
economists notes that: “Further 
marked improvement has been 
recorded in those countries which 
have moved in the direction of 
more freedom in internal and ex- 
trade and have adopted 
currency reforms. On the other 
hand, there has been further fi- 
nancial deterioration where such 
actions have not been taken.” 

I believe that Mr. Churchill 


| has called capitalism “an unequal 


sharing of blessings,” as opposed 
to socialism which he terms “an 
equal sharing of misery.” 

Day by day in 15,000 banks, we 


| work in every way that we know 


how to help the American people 
produce and distribute the things 
they want and need. We know 
that if people are prosperou 


they won’t think that the rules/| 
must be changed between the) 


innings. We know that if com- 
munities are sufficiently prosper- 
happy and sound in 


| spirit, then some day, somehow, 


our national and even our inter- 
national problems will tend to 
evaporate. 

We work best in communities. 
It is true that we represent our 
interests and speak in legistative 
halls and in offices of govern- 
ment for what we deem to be 
right. But there we treat symp- 
toms rather than causes. We find 
in government many men with 
ideas and purposes like our own. 


| They deal there with forces well- 


ing up from communities. 
We are concerned with those 
forces. We too have a profound 


| responsibility to understand and 
|help guide them aright. 
/one way or another; wherever | | 
| have been 


We be- 
lieve that the intrinsic rightness 
of freedom probably will set 
limits to regimentation, but such 


limits may be far down the scale | 
responsi- 


of misery—hence 
bility. 

We may well take warning 
from an eminent historian of 
business who says: “Let business 


our 


|; men not follow the oid theologi- 


cal error of believing that truth 
will necessarily prevail.” 

With his view, we are in agree- 
ment. Truth may never reach the 
ears of the people, who by their 
collective mind and will deter- 
mine government, unless the ef- 
fort is made to reach them with 
it. Yet, the people are not a col- 


| lective entity or mass. They are 


individuais, whose capacities to 
understand truth and to pass it 
on to others vary. 

To those varied individuals, 
we strive to express economic 
truth by every act of service and 
every word of counsel, from 
every officer’s desk and through 
every teller’s window. Ours is a 
high calling upon which many de- 


| pend. We hold with the saying: | 


“Busines is really a venture in 
civilization.” 


With Irving Lundborg 


(Special to THe Financia. Curontcie) 


SAN FRANCISCO, CALIF.— 


Theodore D. Blake has become 


connected with Irving Lundborg 
& Co., 486 California Street, 
members of the New York and 
San Francisco Stock Exchanges. 
He was formerly with Dean Wit- 
ter & Co. 


|Reserve policy are 
_linked—they cannot ignore each | 
| other. Each is dependent upon the | 


| perhaps 
| These differences have to be re- 


| paying it off. 


liam Henry Chamberlin remarks: | by one of the departments of gov- | 
| “Somehow a free economy always | e:nment nor by private business, | 
| but by a central bank set up in- 


pendently and made responsible 
to the Congress. But 
agreeing with the principle, I 


bank action. 


Reserve System can act as though 


they did not exist or were of 1930 
'dimensions. Support of the gov- | 
/ernment security market in 1947 | 
and 1938 was a Federal Reserve | 
| policy determined after full con- | 
| sultation with the Treasury and 
carried out with full realization 
|of its implications. 
‘of my knowledge, no important. 


dissent to that policy was voiced 
within the System, 


Linking of Treasury and Federal 


Reserve Policy 


Treasury policy and Federal 
inseparably 


other. There have been, and 


probably will be more, differences | 


of opinion as to specific actions—- 
as to over-all policy. 


solved before either monetary 
policy or fiscal policy can be made 


|} to work. 


We are going to face plenty of 
new problems in the years ahead. 
Some signs are apparent now. I 
think the main thing that kcpt us 
out of trouble in the past was the 
horsesense and self-restraint of 
the American people. We didn't 
reach the point where we were 


|ready to throw the dollar over- 
| board 


in a speculative scramble 
for goods. 


exhibit that restraint. 


With 


compared with 1948—the central 


it collects in taxes. In other 
words, we are adding to our na- 
tional debt when we ought to be 
Item by item, the 
purposes that call for the stag- 


|gering total of public expendi- 
| tures have their strong supporters; 
| but we can’t afford them all—not | 
unless we are ready to pay a lot 
/more in taxes than we are paying. 


This is no time to be adding 
to the public debt. If we can’t 


make ends meet now, what resist- 
/ance can we possibly oppose to 


far greater deficits under less fa- 


'vorable economic conditions than 
| now? 


If the public debt and our 
money supply are climbing an 
endless one-way street, it is time 


'to take inventory of the traffic 


department. 
Over forty years ago, following 


| the money panic of 1907, Con- 


gress created a National Mone- 
| tary Commission from whose study 
|and report came impetus for the 
| Federal Reserve Act of 1913. Since 
|then the dimensions, even the 
/nature, of the problems involved 
|in our money economy have 
changed radically, but there has 
, been no deliberate, studied over- 
| hauling of the machinery through 
| which governmental responsibili- 


|'ties with respect to them are ad- |, 
| ministered. We have had a Top= 





while | 
| years. 
must say that in practice it is| 
impossible to separate the central | 
| bank from the impact of Treasury 
‘decisions, and equally impossible | 
, to separate the Treasury from the 
|impact of central 
| With a debt and a budget of the 
'size they are today, it is unreal- 
‘istic to assume that the Federal 


To the best | 


unconcerned as to 
The problems in this field are not 
‘easy to discuss simply. 


As individuals, we still | 
Collec- | 
\tively, acting through government, 
| we aren’t doing so well. Let’s take | 
|a look at the record. 
production, employment, | 
|and national income at an ex- | 
itremely high peacetime level— 


- |now with Dempsey-Tegeler 
highest on record except when 


our money situation to see if we 
can come up with. a better organ- 
ized system. I should like to ask 


the national bankers of the United 


States to given open-minded con- 
sideration to these problems in 


the light of the vastly changed 
| conditions of today. 


We need a thorough-going re- 


appraisal of the new set of cir- 


cumstances that have evolved in 
the monetary field in the past few 
This country has grown 
great because it changed to meet 
changed conditions. Our banks 


|today are very different from the 


banks of fifty years ago—they had 


| to change as the country grew. No 
_central bank today can operate 


as it did prewar — and probably 
fifty years from now it will oper- 
ate differently than it would to- 
day, even if today’s powers were 


adequate to meet today’s prob- 


lems. 

The problem of harnessing the 
country’s gigantic money supply 
to serve a dynamic economy is a 


| continuing and ever changing one. 


Wisdom, foresight, and authority 
to act when action is called for 
are required. Abeve all else, an 


informed bedy of public opinion 
| is needed. Most people, I am con- 
'vinced, take money for granted, 


uninformed as to its nature and 
its dangers. 


A na- 
tional monetary study by an im- 
partial and competent commission 
would be worthwhile if it only 
threw light upon an area which 
to most of us is hopelessly dark 
and confused. Until more and 


|/more people can be. brought ta 


understand some of these essen 
tially dull but very important eco- 
nomic facts, central monetary au- 
thorities cannot perform an ade- 
quate job. 

Unless we move soon to take 
stock and make the necessary re- 
pairs, we will continue to be like 
the lazy man with the leaky roof 
-_when the weather is nice, the 
roof doesn’t need fixing; and 
when the storms hit, he can’t get 
out to fix it. 


Two With 


‘Dempsey-Tegeler 


(Special to Tue FINaNctaAL CHRONICLE) 
ST. LOUIS, MO. — Peter J. J- 
Rabbitt and Richard A. Sisler <= 


Co., 407 North Eighth Street, 


: ‘ /members of the New York and 
government is spending more than | 


St. Louis Stock Exchanges. 
nninnincespspacccielaaiieaaliiatttilara, 


Merrill Lynch Adds 


(Special to Tue FrnancraL CHRONICLE) 


ST. LOUIS, MO. — Charles L. 


| Stone has been added to the staff 
|of Merrill Lynch, Pierce, Fenner 


& Beane, 511 Locust Street. 


Joins Olson, Donnerberg 
(Special to THe FINANCIAL CHRONICLE) 
ST. LOUIS, MO. — Eugene A. 

Skillern is with Olson, Donner- 

berg & Co., Inc., 418 Olive Street. 


Joins Reinholdt-Gardner 
(Special to Tue FINnaNcIaAL CHRONICLE) 
ST. LOUIS, MO. — Harold W. 
Hoffman has joined the staff of 
Reinholdt & Gardner, 400 Locust 
Street, members of the New York 
and St. Louis Stock Exchanges. 


— 


E. J. Prescott Adds 
(Snecial to THe FinancraL CH°ONTCLE) 
MINNEAPOLIS, MINN. — John 
S. Curtin has joined the staff of 
E. J. Prescott & Co., Northwestern 
Bank Building. 


TT = 


White With Paine, Webber 


(Special to THe FINANCIAL CHRONICLE) 


MINNEAPOLIS, MIN N— 
Robert F. White is with Paine, 
Webber. Jackson & Curtis, Pills- 
bury Building. 
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“Convincing, Pricing and Closing’’—A Selling Job 


(Continued from page 4) | t 
sidered in relation to something | 2S we did on the suit. | 


else you might spend your! Whata salesman does is to work | 
money on. 


any money is price in relation to} . 6 ake | 
his present purchasing power. You | 0rder to get him to say “yes, I will 
decided to pay out about $85 for | take that and I will spend $5,500 
a suit. You didn’t do that until | YOU have got to help him deliber- 
you figured, “Well, I can afford | ate on these four issues, as far as 
that right now, I can afford that | Price is concerned. 
$85 because I have enough other, The smart salesman will plan 
money to take care of me and do | his sales story to satisfy the cus- 
all these other things that I/tomer’s mind on these things so 
wanted to do.” that by the time he comes to 
But you did give it considera- | @U0te the price they have already 
tion, anyway, when you decided to| been decided favorably by the 
spend $85 instead of $150 for a} >UYEr. 
suit. There you considered your | 
purchasing power. 


All these same considerations 
are flowing in and out of the mind 
of the man that you are selling 
your investments to, as far as this 
consideration of price is con- 
cerned, and the buyer approached 
by you and solicited to buy some 
investments says to himself first, 
“Well, how much do I need this 
thing? How badly do I need it?” | 

Then he figures, “What am I 
going to get out of this invest- 
ment?” He also figures instead of 
buying this investment, maybe he 
should buy a boat, maybe he) 
< } J i . ‘ . . 
maybe he should put it down az|., The next point here in price is 

a that it is secondary to what you 
a first payment on a house. He). ii that ; d t 
thinks of that price in relation to| 2™© S¢Uing, ee ee va 


; . come first. I think there may be 
Gok Gdeee G8 aan Soe spend too many investment salesmen 


Price Is Important in Sales 
Interview 


So that is my first point here: 
The price of whatever you are 
selling is important in that sales 
interview, only in relation to 
| these other things that the man is 
going to think about. And when 
you talk price, and before you 
talk price, you’ve got to satisfy 
him that for what he is paying out 
he is getting at least something 
really worth that amount of 
money and in your case he should 
_be getting something that has 
more intrinsic value than what he 
has originally invested. 





price he can make money. That’s 
up to him. It isn’t up to you. 


'on the customer as far as these| » So I recommend here that in| 
And the fourth consideration four points are concerned. You| your selling, just as in the work 
a buyer makes before he spends 2re going to ask that man pretty|of every other salesman in the| § atte hia 4 
, SI 'soon to spend, say, $5,500 and in| country, you don’t just go out and | in at the very end of a sales can-| is justify the price that he asks, 


peddle a price, but go out and 
sell some merchandise—in your 
case, investments. 


Price in Relation to Investment 
Program 


What you sell, primarily, is 
your investment programs and if 
you talk price too consistently in 
your solicitations you are going 
to make your buyers too sensitive 
to price. You are going to make 
them too sensitive to the fluctua- 
tion of price all the time, and you 
are going to change some of these 
normally long-term investors who 
aren’t toc interested in a par- 
ticular price to be more conscious 
of that price than they would 
have been ordinarily. 


So my recommendation at this 
ment program, primarily, and 
your price secondarily. 


Now, in any selling the higher 
the price the more selling there 
has to be. You go into a Wool- 
worth 5 & 10 cent store and buy 
a 10 cent item. There certainly 
isn’t much selling concerned there. 
But if you are going to go out 
and spend more money, then 
there is a lot more selling in- 
volved in the expenditure of thai 
money. 





‘that all they are doing is selling 
And the fourth thing that he 


a certain price at a certain time. 
figures, by the time you quote him | That may be all right to a cer- 
the price, say $5,500 for a certain | tain kind of speculative 
initial investment, is that he) that is all he wants, he wants to 
thinks of that $5,500 in relation | get in when that stock is at a cer- 
to the rest of the money that he 


tain price, because he feels, from 
has, whether he can afford to put 


a —_ gy a 


buyer, | 


of the suit for just a minute. Even 








( INDUSTRY S.. 


Lae fami 


Compressed in this one section of our country 
is a vast store of natural wealth—all the needs of 
varied manufacture! 


Here are the basic requirements of the chemical and 
steel industries ...the minerals for light metals 
...the mineral, agricultural and 
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forest sources of plastics. Here is 
a plentiful supply of water, free 
of impurities .. .intelligent, loyal, 
American-born industrial and 





agricultural labor .. . fast, con- 
venient transportation to 
domestic and foreign markets. 


In short, here is a frontier that 

calls urgently to those who would 
make the most of America’s 
rapidly expanding horizons. 
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point is that you sell your invest- | 


Let’s go back to that purchase | buyer in relation to the price you | 


though price isn’t mentioned by | What it’s going to cost him. 
that salesman, and even though | 
| you didn’t look at the tag until! terest toward buying a block of 
you had been there quite a while} stocks or government bonds, or 
|and looked the suit over, still, the 


his own experience and knowl-' subject of price was in your mind ' starts going along with you, then! 


~ 


‘from the very beginning of that he starts selling himself. And the, 


sales transaction. You had already more he gets sold on the fact that 
done some deciding about price. it’s a good idea to buy what you 


| that money out at this time, just edge of the market, that at that; You had to in order to pick the) have to sell, the less resistaneey 


type of store that sells suits at you are going to meet with on the 
| about the price that you want. | price. 


My point here is that the price | Price Must Be Justified 


ef anything that’s sold is not just. 
seme unrelated matter that comes' What every salesman must doe 


| vas and is mentioned. That’s the! You had better put that one word 
| wrong idea for any salesman to’ down, because that will stick ir 
have on price, that price and the; your mind and remind you. of 
| quoting of price is just something | some of these things on price. 
| that happens toward the end of a; You have to justify the price that 
| Sale. | you ask from your buyer. 


| That is silly, because you know| The store that sold you the $8% 
|as buyers you are thinking about| suit that could be bought some— 
|'the price that you have to pay! where else for $55, their price 
|from the very beginning. Some-_| isn’t justified, and you will never 
| body comes in to you and tries; go back to that store and buy 
to sell you an insurance policy,| another suit, never in your life; 
and right off the bat you are), they are on the black list, and any 
thinking, “Can I afford any more | customer that buys anything from 
insurance? This insurance, I have | you where you haven’t justified 
got an idea about how much it| the price by doing a good sales 
is going to cost-me, can I afford | talk and making him realize tha’ 
to spend that amount of money) for what he spent he got some— 
| now or not?” thing worth that, he isn’t going 

The point here is that price | t0 80 back and buy from you any 
is an active consideration in the | mere either. 
mind of your buyer as soon as| There are a lot of salesmen whe 
you start the solicitation, he is| think they are very smart and 
thinking about cost, even though | they go around and give a sales 
you don’t mention it, or even | talk, and when it comes up ta 
though he doesn’t mention it, and | the time of quoting a price they 
all the way along the interview | will say, “Oh, it’s only $100,000,” 
he is thinking about how much|and then they go on and talk 
he is going to have to pay out and| about something else, playing 
if and when he pays that out is | down price; skipping over price; 
he going to get his money’s worth | trying to make the customer be- 
for that expenditure. lieve that, why, that price is 

Everything you say, from the | nothing. That’s not a good way te 
|very beginning of your formal) S¢ll. If that price isn’t important 
_sales talk, is considered by that to the salesman, it’s important to 
the guy that’s going to spend it; 
and as such the matter of price 





> 








/eventually ask, in relation to 


in a sale shouldn’t be skipped 
If what you say inclines his in- | ye. or it shouldn’t be talked 


When some one asks you what 


whatever you are selling, and he your commission rate is, don’t 


(Continued on page 46) 
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to W. N. Deramus, President, 
Kansas City Southern Lines, 
Kansas City 6, Mo., for 
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Walter Whyte 
Says — 
=== By WALTER WHYTE 


Pundits cheerful ferecasts 
are no reason to forget cau- 
tion. 


traders should be. 


about a half dozen pieces 


stock market. Practically all 
the gentlemen whose names 
appear as the authors of the 
articles point gleeful fingers 
to conclusions that there’ll be 
no more depressions. One 
man describes the price-times- 
earnings ratio and concludes 
that stocks will go higher. 
Another, discarding the price- 
earnings theory, also arrives 
at the decision that stocks are 
cheap. 


Me 
od 


br % 


This reminds me of the 
statements widely circulate 


omists, business leaders and 
captains of 
their considered opinions that 
the millenium has_ been 
reached. It is possible that 
the present generation of 
soothsayers are sharper than 
the ones of 20 years ago. But 
I’m skeptical enough to con- 
sider optimistic statements 
reasons for extreme caution. 


* a 


A few weeks ago a college 
prefessor, in a speech re- 
ported in this publication, 
pointed to the cold war as a 
basis for optimism. If the cold 
war switched to a hot war, he 
said, the optimism would be 
increased. 

* 


te 


% 


This opinion, though cyn- 
ical, 
realistic of all those I’ve heard 
and read in recent months. A 
preparation for a war means 
big orders; a shooting. war 
means huge destruction and 
replacement of materiels. This 
is elementary. 

* 

By the same token if our 


cold war economy were re- 
placed by-one built for peace, 


ut a 
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The more optimistic | 
they are, the more careful 

| 
I’ve just finished reading | 
‘Denver Rio Grande 22-23, 


dealing with business and the stop 26. The former reached 


industry gave) 


/ened naming that amount. 


is probably the most’ 


| here.” 


‘we would be on the verge of 
a depression. 
* 


% cd 


Last week I said here that 


| | warning flags were beginning 


to fly, though I emphasized 
that this didn’t mean an im- 
mediate collapse. My opinion 
‘remains unchanged. I think 
the stock market has further 
to go but it is so close to the 
i'top that new commitments 
are no longer attractive. 
% %* % 


You still hold American 
Smelting 45-46, stop 47; and 


50 last week; the latter is still 
about 28. Accept part profits 
in the former at 52 or better, 
and part profits in Rio Grande 
at 30 or better. 








“Convincing, Pricing and Closing’ 
—A Selling Job 


| “He A. of Pennsylvania asks ecnough to put that amount of | that until the salesman makés. 


what is meant by stops. Es- 
sentially it means that a stock 


the stop figure. 


j 
; 


‘more specific information. 


ommended here. I will sug- 
gest trading procedure and 
make recommendations only 
on stocks I’m familiar with. 
I cannot, nor do I desire to, 
‘give advice on 
‘readers may buy for reasons 
known only to themselves. 
More next Thursday. 


—Walter Whyte. 


{The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.| 








(Continued from page 45) 


that is 
really your price and you have to 
explain it in a very nice way, 
what it is, and sell them on the 
idea that for the money they pay 
out on the commission they get a 


| service that is worth it. 


I just wonder how many invest- 
ment salesmen do any construc- 
tive selling to make the American 
public accept the commission as 
being worthwhile to the investor. 
So you don’t play price down. 
You talk about it and satisfy the 
customer on it. 


| money out. 


After you have done a good 


| them .do it. 
| And that is the salesman’s job. 


. \selling job on him and he thinks | Ycu see, this action of buying 
should not be carried under that he is going to go along with; something is a particular type of 


H. A.’s broker will give him|* 


J. C. D., Hartiord, inquires | *°mewhat. 


about stops on stocks not ree- and he is watching the ticker tape | 


he knows what the | 
price is, but this applies to the , 
new business that I hope you will | 


| 


| 


| 


securities | 


I’m sure you and buy some investments, | 
hat is the time to quote tne) 


ice. 
New, you have to vary that 
When you get some- 


pr 


with you, 


ge out and get. The price resist- 
ance is lowered after the buyer 


has already decided he is going to 
go along with you and do some-— 


thing. 


There is one other point on 


prices to people who don’t look 
very wealthy. There are a lot of 
people who don’t look rich but 
wno have plenty of money, so 
don’t always judge purchasing 
power by the clothes or the im- 
mediate circumstances that you 
ebserve. 

There are a lot of people who 
have plenty of money and they 
do not have to care teo much 
about how they look, and there 
are a lot of people who live in 
the poorer sections who may live 


sons which have nothing to do 





| just say, “Oh, it’s just so and so,” | job right here on that price, be- 
|and drop the subject flat like that. | 
_A lot of people don’t know what | 
d /your commission rates are. When 


| ° 
in 1929. when leading econ- | %0U, Set that, question, 


cause this is the right price. Do 


you get my point, there, that you | 


shouldn’t make too much of the 
price, because you might call too} 


with the amount of money they 
own. ; 
The last point on this subject 


‘of “price” would certainly apply 


o everyone in this room: Make 


much attention to it when it isn’t | gure that you are accurate when 


pecessary. 

Don’t ever apologize for a price, | 
or go around with an apologetical | 
manner, that the price is too high. 
At the National Horse Show the 
other night, an announcement 
over the radio urged all the peo- | 
ple to buy the program, and then | 
they said, ‘“‘We are very sorry that | 
the program is $l, but it must be | 
$1.” They apologized for the price | 
of the program. Afler all, the! 


| program is practically a beok, and | 


'the Horse Show goes for eight | 


“Don’t Hesitate to Quote Prices” 


Some salesmen have a fear of, 
quoting prices. They are “O. K.” 
on everything else in the sale, but | 
they are scared to quote the 
money. Maybe it’s a lot of money | 
and they tighten up and get fright- 
Never 
show any hesitation in quoting 
your price. If you have done 


| your prospecting job right, and 
| the person has the money to pay 
out, whether it is $500 or $50,000, | 
‘when you are asked what the 


price. is. tell them without any 
trepidation or hesitation on your 
part. Because, if you balk a little 
and hesitate, right off the bat that 
buyer says, “something is wrong 


| Let’s go back to the suit. You 
| will say. “How much is this suit?” 
| And if he says, “Well, oh now,—” 
| right away if the fellow can’t tell 
you what the price is you kind of 
figure, “Well, wait a minute, the 
suit isn’t marked. Maybe they 
| just make the price up as they 
go along, or, maybe this suit is in 
the process of being marked down, 
I'd better not buy.” And you don’t 
buy, and if you people hesitate 
in making quotations or talking 
_about what your commission rates 
,are or things like that, there, 
again, you might put a big barrier 
(up in front of yourself that will 
‘keep your customers from com- | 
| mitting themselves. 
Now, when you do quote a 

| price, quote it in a conversational | 
tone. I have talked already about 
not playing it down, not getting 
i t of the way fast, but if you 
too much importance of 

price, and if you spend too much 
time right there on that pricing, 
the person might get the idea that, 
“Well, maybe it isn’t worth that.” 
‘Don’t eal] too much attention to 
| that price, but just put it out in a 
conversational tone. I mean, that 
price is right in line. there is no} 
reason for me to be hesitant about 
it Or no need for me to get all 
burned up and do a big selling 











' 
| 





buy it, they didn’t have to. 


'everything at the same time. 


nights. and a lot of people go to! 
the Horse Show for more than 
one night. The program is good 
for all eight nights, and it is 
worth $1, and here he was apok | 


‘vou quote the price. 


You can get into a lot of trouble 
if you are not accurate when you 


_quete. You can lose customers so 


easily, if any errors occur on this 
price-quoting business. 


Closing the Sale 

We are going to go on, now, and 
talk about how to close a sale. 
Some salesmen seem to forget, at 
times, that their primary job is to 
go out and get orders. 

A firm sets up in business, and 
its business is to get business, or 
else there is no business. And get- 
iting business is dependent upon) 


' the salesman who is sent out. 


All business is pointed toward 


ogizing for the price, which I | making sales, and when the sale) 


to do. 


Always quote a complete price. 
Don’t give the customer a price 
of $1.200 and then, later on, have 
to add this and that to it, quote 


There is nothing more annoying 
than to think you are going to 
pay a certain amount of money 
and then when you go to write a 
check you have to add another 
$100 or something like that. It 
certainly doesn’t make a good 
impression about the salesman 
who made the quotation. Give a 
complete price. Also be sure that 
all factors involved in that price 
are understood. When you make 
a quotation, be sure that they 
know exactly what you are quot- 
ing on and what it involves. 

There are just a few more 
points on this business of “price” 
that I want to discuss, before we 
go on. , 


When Price Should Be Quoted 


When do you quote your price? 
A logical answer to that is that 
you quote your price after the 
man has made up his mind he 
wants to buy. You get acceptance 
first, and then you quote price. 

You see whether he goes along 
with you and wants to byy, and 
then he will accept that price, 
in stride. He is enter- 
taining an attitude of acceptance 
to what you are selling and there- 
fore he will probably aceept the 
‘price, too. 

But on the other hand if you 
quote him the price too soon, be- 
fore he has made up his mind 
to buy, then you have just put 


another obstacle in front of your- | 


self, because he is not sold well 


-didn’t think was the right thing | takes place, the ultimate objective | 
If a person didn’t want to | of all industry is realized. Your 
| profit is made when the sale takes 


place. If no sale is made, there is 
no profit. If there is no profit, 
there is no business. 

I just mention that so that every 
salesman in this room here will | 
bear in mind, every day, that pri- 
marily what he should be in- 
terested in is to get orders, not | 
just to make calls, not to do over- | 
head work at the office, and things | 
of that nature—what he is getting | 
paid for is to ‘produce orders. 

Now, if you are out to get| 
orders, you have to ask for them, | 
and that is all that closing is. It) 
is just asking for the order. Some | 
firms may get business without 
asking for orders. During the war | 
economy, more firms zot business | 
without any sdél@Smen than ever 
before. The orders just piled in on | 


body in there, in the Beard Room | 


“price,” and that is that a lot of, 
| salesmen are afraid to quote high | 


there because of some special rea- | 


|are exercising their own 


action that has get to be instigated 
by somebody else, and it is the 
salesman who does that and closes 
_the action, by asking for the 
| order. 

When is the right time te ask 
the person to buy your securities? 
The right time to ask is when- 
ever you ean pick up the. order. 

But you don’t ask for the erder 
_if you don’t think you can get it. 
After all, it isn’t ever smart to 
ask for anything until you have 
a pretty good chance of getting 
it, is it, because you know very 
well they are going to say no, 
and when they say no, you: have 
already put another obstacle im 
' front of yourself to having. them 
say, “Yes,” later on. 

So, you don’t ask for orders un- 
til you have done enough: selling 
to have a pretty fair chance of 
having the person say, “Yes, Fil 
take it.” 

There is no one point in. any 
sales interview where you should 


i 





| ask for this order, It could be-ene __ 


minute after you get in there, or 
it could be an hour and a ‘half, 
after you get in there. As soon as 
| you pick up the telephone. and 
_talk to one of your. buyers, you 
could ask him for the order, very 
quickly, under certain cireum- 
stances. 

There is no rule that anybody 
can put out and. say that yeu 
should ask for the order at su¢h- 
and-such a time. You ask for. the 
order whenever you think you 
can get it, regardless of the 
amount of time that has already 
been put into any sales interview. 

Do not ask for the order too 
soon, before you feel that you can 
get it. If you do that, then the 
buyer thinks you are putting the 
pressure on him, and you prob- 
ably are. If you start hitting him 
for the order too soon, he will 
feel that you have just got him 
backed up against the wall, some- 
where, putting the pressure on 
him, to get an order out of him. 

That, in turn, is going, to cause 
resentment, on his part, and it is 
going to make it all the harder to 
sell him, so don’t.do that. Another 
reason why you should not press 
for an order too-soen is that that 
will give the buyer the impression 


/that he is being sold something, 


rather than that he is buying 
something, and that is not good. 


'High Pressure Should Be Avoided 


No one ever wants to feel that 
he is being made te buy -some- 


| thing. They want to feel that they 


minds 
and using their own.independest 
judgment in making a purchase. 

On the other hand, don’t wait 
teo leng. You are liable to miss 
the boat if you do that: A buying 
judgment is: ike a pendulum. It 
gees back and-forth. A buyer at 
one point in the interview is 
pretty hot: 

“Yes, this: sounds pretty goad 
to me.” Then, he goes along fer 
a little while and becomes cold on 
it, fora time: “Oh, no, I don’t like 





them because there was a shortage} it, now.” Then you talk some 
of product. But in normal times, | more and get him interested again. 
you have to-go out and give a; So watch. that.swing.and@. judze 
sales talk and then ask ‘for the. his acceptance and. den’t wait tudo 
orders. | long. It you wait toe long, you ase 
All. closing is asking for that} going to miss. the boat; and you 
order, and getting it. When you, May. not ever be. able to. warm 
get it, you have had.an expression | him up-again. 
of agreement between you..and; This business of knowing ex- 
the buyer: He agrees that it: was),actly. when to close comes mosthy 
a geed idea that you came in| from experience, watching the 
there and tried to sell him some | fellow, and watching how hot he 
securities, and he. confirms that, gets, m his attitude and every- 
agreement by placing an order thing and asking for the order at 
with you. | that, particular time. The timing 
Making a sale is realizing a| *?™pertant. 





meeting of the minds, where he| Then, teo, a person can not be 
| accepts the idea that you have, too enthusiastic over too long a 
| put forth. But in order te have'|.period. You become very enthy- 
_that agreement manifested in the} Siastic.amd you are feeling fine 
| placing of an order, you hawe got} amd everything but you don’t stay 
'to activate that person up-»to the).up-there too long. The enthusiasra 
point where he will make a com-| will wane again, so when you 
mitment with you. and it just’ have him uv there pick him off, 
seems that buyers will not do because when he comes back 
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down again it is an anti-climax. 

You know, yourself, that loads 
and loads of sales are lost every 
day by salesmen because they 
don’t ask for the order at the right 
time. 

Your selling is done before you 
close. During the period of the 
closing is not when you sell. If 
there is any point in this whole 
series of talks I’m giving that I 
wish you would take away with 
you, it is that one, that the clos- 
ing is not selling. 

Selling is climaxed by merely 
asking for an order. The hot- 
shot specialty salesman who is 
out wracking a poor housewife to 
buy some kind of junk, he sells 
all the while he closes. His whole 
sale is nothing but a pressure 
close. 


“Why? Because he’s got nothing! 


to sell. The less you have to sell 


the heavier the closing and the) 


longer the closing you do, because 
you are just trying to push the 
person into spending some money. 
The better your merchandise, 
your product, your service, the 
less importance there is to your 
close, because you've got some- 
thing to sell. 

All the way along this inter- 
view you are selling this invest- 
ment program, telling him all 
about it, getting enthused and, 
with a good sales job done, you 
simply pick up the order, just like 
that. 

So remember that one point, 
that selling is done before the 
close, that a person doesn’t buy 
anything until he is sold on it, 
so you have to sell him, first. 
Actually, gentlemen, the close of 
any particular sales interview 
starts as soon as you go into your 
formal sales canvass, because 
everything you say influences him 
to buy, and if you want to make 
sales, if you want to build up a 
lot of business, you close a man 
on everything you say, every 
point you bring up. 


You contact a new customer and | 


the first thing you might discuss 
with him is the benefit the person 
can get from investing his money 
in securities. That is the first gen- 


eral point. You are not discussing | 


anything specific, now, you are 
doing a primary selling job to in- 
terest him in coming into the mar- 
ket, or buying bonds, or mutual 
funds. 

What you should do is to get 
agreement on that one point first. 
Sell him on that point. There is one 
little sale made there, and you 
close him on that point. Then 
you go to your next point. The 
next point might be that it is wise 
for the person to allocate enough 
money to his investment program 
to realize a good diversification 
between industries and between 
types of securities. 

Well, you discuss that point 
with him a while and you close 
him on that point. You've got him 
on two, now. And the next one is 
that your particular house is well- 
qualified to handle his individual 
investment program, and you tell 
him why. 

You review the services that 
your investment house offers, the 
analysis work and everything else 
that you have, and you sell him 
on that point, and that’s a selec- 
tive point, and you get agreement 
with him there. 

From there, you go on to discuss 
the particular industry that you 
think it might be well for him to 
include in this investment pro- 
gram, one that you are familiar 
with and one that you know is a 
good bet at that particular time: 


Now you’re coming down to 
specific points of commitment, 
and as you go along with him and 
discuss these various points, you 
get him to agree, before you leave 
each point. You close him, right 
there. If he doesn’t agree with you 
that a particular industry is okay 


for him, as we said before, drop| 


it. You’ve got other irdustries. 
Don’t just gnaw away at him to 
take everything that you say. Talk 
about something else, all 

















the | 


? 
things that you can close him on, 
all the way along. 

Finally, you get to the point 
where he agrees that it is a good 
idea to invest, and that your 
house is ail right, and*all the 
time you have been selling “you,” 
yourself. oti 

When you come to the end you 
just close him on the whole thing, 
because he is just accepting each 
item, all along the lifé. He is in 
a very high mood of acceptance 
and his final commitment is just 
one more commitment in a long 
line of acceptances that he has 
agreed with you on. 

Some foolish salesmen do reci- 
tative type of selling, where they 
talk impersonally about a lot of 
things and just keep on talking, 
all along the line With no agree- 
ment anywhere, with no questions 
being asked, with no selling, or 
with no feeling of mutuality, and 
then coming up here to the point 
— trembling, probably — where 
they think they are going to try 
for an order, and they have a 
tremendous hurdle to overcome at 
this point, a tremendous, major 
decision for the fellow to make. 

He has not been doing any de- 
ciding, outwardly manifested, 
anyway, all the way along the 
line, but you get him, finally, 
here, and you are going to make 
him take one big decision to buy. 
That isn’t right. It’s very difficult 
selling. ; 

You go back and think over 
some of those things that I said, 
on pricing, and you will see that 
there, again, with pricing as well 
as with closing, that you start the 
price acceptance and you start the 
close acceptance from the very 
beginning, all the way along the 


order, because he still may buy, 
That does happen, time and time 
again. Although he may not have 
been in complete agreement with 
you ‘on things, he still wants to 
put his money into something and 
he may as well put it into a pro- 
gram, through you, because you 
are there. You are handy. And, 
you have asked him. 

New salesmen sometimes ask 
for too-small orders. They sell 
themselves short. They misjudge 
purchasing power. Ask for a big 
order. The buyer can always cut 
it down, but when you ask for a 
small order, he figures that you 
are cut down to your size already 
and he will give you that small 
order and give somebody else a 
larger one. Don’t be afraid to ask 
for a big order. 


Method of Closing Sale 


Now, the method of closing. 
How do you close? The simplest 
way to close is to ask, directly, 
for the order, a point-blank re- 
quest for the order. That is the 
most logical way to do business. 
He knows very well that you are 
in there to sell him something, so 
there is no particular reason why 
you should beat around the bush 
about it. 

After you have decided that he 
is in a mental frame of mind to 
buy, just come right out and ask 
him for the order. The more frank 


buyer, the better, probably, you 
will get along with him. 

If you come across some buyers 
that you feel you don’t want to 
make a direct close on, try an in- 
direct close. Some types of buy- 
ers don’t want to make big de- 
cisions. They would rather make 
small decisions, so you can close 





line, until finally the point ar- 
rives where the actual price is 
quoted and the order is picked up, 
and you have made the selling 
much easier for yourself. 

That is the right way to sell. It 
is the kind of selling that gets 
business. Close every step as you 
go along, realize a series of ac- 
ceptances until you come to just 


one more, the final acceptance, 


the order. 


“Don’t Allow Buyer to Throw 
You Off Line.” 


Don’t allow any buyer to throw 
you off the line. You know what 
you are working for, you are 
working for this order. That. is 
your main objective, and all the 
time you are really working with 
this man on one objective, for him 
to buy something. 


tive. Don’t you, yourself, allow 


yourself to drift way off the sub-| 
ject, or don’t let him take you | 


away from it, onto some other ex- 
traneous subject matter. You stay 
right on what you are trying to 
get, and that is the order. 

There is a certain amount of 
selfishness in that, and I’m sorry 
to say, gentlemen, that there is a 
certain amount of cold-blooded- 
ness, that you must have right 
there in your mind, this thought 
that “I’m going to sell this man!” 
because if you don’t sell him, 


somebody else is going to sell him, | 
That may not be done by an-/| 


other investment salesman, it may 


be a salesman in some other con- | 


sumer industry. He is going to 


spend his money on something | 


else. Remember that your com- 
petition is not just the other in- 
vestment houses, it’s every other 
firm or organization that is com- 
peting for the consumer’s dollar. 

To continue, always ask for an 
order. You had better write that 
down, and think about it. 


| can’t 


‘an order with the smaller de- 
cisions. 


In other industries, an indir ” : . 
irect | heels,” or this or that, or that you | of hhie-woshiinesdihan 


'close might be closing him on a 
certain color. “I think you will 
agree that the color of red would 
be the best for application in 
such a case, don’t you agree?” 
And then you get the order. That 
|is an indirect close. 
| Another would be, “We can 
| ship this whole item in a car, out 
| of our warehouse next Wednes- 
|day, which will arrive the follow- 
ing Tuesday, in your yard. Would 
Tuesday be a good day for you 
to take this?” 

The fellow says yes, that Tues- 
day would be all right, and you 


have an order, although he hasn't | 


specifically given it to you. 


| Ijust wanted to put this thought 
You must stay on that objec- 


out, that a lot of business is re- 
ceived from the indirect close. 
Another way of making a close is 
taking the order for granted and 
writing it up as you go along, 
discussing certain stocks with the 
man, As you get agreement on a 
| particular stock, put it down, and 
at the end of the conversation you 
|have a list there, and you have 
an order. That happens in auto- 
mobile sales, very frequently, 
when the salesman starts writing 
the order out: “Is there any pref- 


| erence that you want in acces- 


|sories?”, and before you know it, 


you have a car, when you sign it. 


that you have an order. 

There is another way that I’m 
sure you can use. 
the prospect in so deep that he 
back out. I know, from 
|reading your ads, that that is one 


the treatment that you give a/| 


So, take it for granted, or infer | 


That is to get | 


Of course, there again they get 
acceptance on smaller items, one 
of them being your approval of 
the idea of going to visit the doc- 
tor. 





The Way to Clinch 


In other instances, you can do 
so much service; yourself, so. 
many favors, for the individual | 
that when he does buy some se- | 
curities he is really obligated to | 
buy them from you. Now, you | 
have also got specialized clinches, | 
special clinches that you can close | 
a customer on. Everybody in the 
room has probably used the one 
of the “very favorable price.” 
“Now is the time for you to buy, 
because the price is right, now!’ 

You can often knock off a tough 
customer with that, or there is 
some special concession that you 
might make, in some way, some 
special service that you can do 
for him. Another one is a “defi- 
nite disadvantage in delaying. If 
you don’t buy now, later on the 
conditions are not going to be so 
favorable.” 

That is the reverse English 
close, and it is sometimes quite 
effective. The person thinks that 
by not buying now he is losing 
money, and he may very well go 
-in now on your recommendation. 
I don’t think you can use the 
SRO close, Standing Room Only, 
can you? 
| That would be, “All right, that’s 
it, then. Take it now or you're 
not going to get it.’ That is a 
special clinch that is always good 
to scare some people into making 
a purchase. There is one other 
special clinch that I don’t recom- 
mend anybody in this room ever 
|using. It is the weakest method 














|in the world, personal appeal, the 


“pity poor me, will you give me | 


‘your order? I’m down at the 


| need the business. 


| That is the last method in the | sajesman can do is this kind of a 


| leave-taking: 
do that you reduce | 


world to use, in getting business. 
|When you 
‘yourself down to the salesman 
‘whois out rapping on the door 
‘and he’s got a long beard and 
eight children but he’s still work- 
ing his way through college, and 
on that basis he wants you to 
buy some magazines, 


Another point on closing, you 
can get business by pointing out 
to the buyer how convenient it is 
to do business with you. Make a 
| note of that, “convenience.” 

A big oil company, right near_ 
| here, made a survey awhile ago 
‘to find out the exact reasons why 
| people bought their gasoline and 
'oil, and the primary reason was 

that of the convenience only. The 
| people came into their stations | 
| because their stations were handy | 
'to these car drivers. It wasn’t the | 

oil, it wasn’t the gasoline, and it 

| wasn’t because of the service. The 
'important reason was merely the 
| convenience. 

This item of “convenience” in | 
business is becoming more impor- 
‘tant all the time, but it isn’t only | 
‘the oil industry that gets busi- 
|ness because of convenience, so_ 
you can use that in your sales 
appeal, and in trying to close, 
|how very convenient it is for 
|them to do business with you. 
All right, now, you try a close 
and it doesn’t work. What do you 
|do? You don’t put your hat on 
'and walk out. You go back and 


method used, that you analyze all | d@° some more selling. Now, that 


|his stocks and put a great big 
| program out for him, and put it 


/out in a nice form, with lots of 


literature, and the salesman calls | 
You|on him and does a lot of work, | 


went in there to get an order.|and you really obligate the man 


Well, why not ask for it? Some- 
times you may be surprised. 
lot of salesmen go out from an} 


interview and they have never | course, use that all the time. They ito sell 
asked for an order, and that is| make out this great big prospectus | 


|into doing business with you. 
A } 


Well, that’s a good way of clos- 
ing, and insurance salesmen, of 


the only reason they did not get a| with your name on it, and some- 


sale, because they didn’t ask for 
it. 


Even though an interview may | and they get down and have their | 


times the cover has your name 


is salesmanship. That is not just 
| taking orders. No? It didn’t work”? 
Couldn’t buy it? Didn’t want it? 
You came up to a nice close but 
nothing happened? 


That really means that you 
ave not done enough selling on 


lh 
that particular prospect. It also 
| indicates that he is a little tougher 


than someone else who 
buys on the first close, and there- 
‘fore he needs more selling, and 


| you have to go back again and do 


imprinted on it with gold letters, | some more selling. 


When you do this reselling job, 


go very badly—you may not get! doctor look at you, and by that/hit those points that you knew 


on well at all with that customer | 


time you are in pretty deep. Boy,| went over well. There were cer- 


—you can still ask him for an you have just bought insurance! ' tain things that you could see he| 


accepted quite readily, that he 
liked. Hit those things again, and 
also save some fuel for redevelop- ~ 
ment. 

Always save two or three points 
why they should buy, and bring 
those new points in and try again, 
on the strength of the review, 
and the new selling, to close him 
again. 

lf the second close doesn’t work, 
what do you do? Dont ask me, 
it’s up to you whether you want 
to stick there and try to close him 
again. 

There are certain cases where I 
think you could probably stay 
there and get an order. There are 


_other cases where, after you have 


tried twice, you aren’t going to 
make a sale that day, so give it up 
and come back again sometime. 


What to Do After Taking an 
rder 


But at least make one rede- 
velopment, and try for the close. 
After you get the order, what do 
you do? There are two things that 
you should do, anyway. First, 
thank them for that order. You 
are glad to get it. If you weren’t, 
what are you doing up there? 
Well, thank them for the order. 

The second point is to get out 
of there fast. But quick! You went 
in there to get an order, and you 
got the order. There is nothing 
more to stay for, so get out. If 
you stay there, they may cancel 
the order. Also, if you stay there 
during business hours, you are 
keeping them from doing other 
work, and they may resent it to 
the point that they won't give you 
any more orders. 

If you wish to have social deal- 
ings with this customer, take him 
out for a drink, after work, or 
take him to lunch or something 
like that, but don’t take any more 


One of the worst things that a 


“Well, I guess I'll 
‘be going now. Sure was nice, 
visiting with you here, and talk- 
ing with you. I appreciate getting 
the order. Say, I wonder who is 
going to win that game Saturday? 
Have you been to any of the 
games lately? Well, l’ll be seeing 


| you.” 


He doesn’t know how to get out 
of there. This fooling around and 
fooling around trying to zo is not 
good. You see it all over, this last 


| munute business, when they don’t 


know how to get out. Thank the 
man for the order, and pick up 
the order and go. He'll appreciate 


it and will be glad to see you 


come back in again. Always 
leave the way open to come back, 
no matter whether you have 
gotten the order or not. Leave the 
way open so you can get back in 
there again. 

Sometimes when you leave a 
customer you feel that you don’t 
want to have anything to do with 
him again, but never give in to 


'that feeling because two weeks 


from now you may be thinking 
quite differently, that he is a very 
worthwhile account, and if you 


have done anything in leaving to 


kill yourself there, you can’t get 
back in again to get business. 


Bacon & Co. Adds 


(Special to THe FrnanciaL CHRONICLE) 

SAN FRANCISCO, CALIF.— 
Whitney Young has become affili- 
ated with Bacon & Co., 256 Mont- 
gomery Street, members of the 
San Francisco and Los Angeles 
Stock Exchanges. 


King Merritt Co. Adds 

(Special to Tue Financia Cmronicie) 

DENVER, COLO. — John M. 
Lacey is now with King Merritt 


& Co., Inc., U. S. National Bank 
Building. 


Joins Frank D. Newman 


(Special to Tax Frvanctrat CHRONTCLE) 


MIAMI, FLA.—George W. Est- 


aver is now with Frank D. New- 


man & Co., Ingraham Building. 


oT 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) : 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated stee! operations (percent of capacity )__---_-----------Nov. 


Equivalent to— 
@teel ingots and castings (net tons) 


AMERICAN PETROLEUM INSTITUTE: 


Crude oil output—daily average ‘ovis. of 42 gallons each )_------ Oct. « 
Crude runs to stills—daily average (bbis. )-------------------—- Oct. : 
Gasoline output (bbls.)-_----- Fd OE UR Se ene Oct. 


Berosene output (bbis.) 
Residual fue! oil output (bbis.) 
a Ss Mee --- 

Stocks at refineries, at bulk terminals, in transit and in pipe lines— 

Finished aud unfinished gasoline (bbls.) at 

Kerosene (bbis.) at “== 

Gas, oil, and distillate fuel oil (bbis.) at 

Residua] fuel oil (bbis.) at 


ASSOCIATION OF AMERICAN RAILROADS: 


Revenue freight loaded (number of cars)---------------------- Oct. 
Revenue freight received from connections (number of cars).---Oct. 


“IVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 
RECORD: 
Total U. S. construction 
Private construction - 
Public construction —- 
State and municipal 


©OAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coa! and lignite (tons)_- 
Pennsylvania anthracite (tons)-_- 
Beehive coke (tons) 


@WEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 


TEM—1935-39 AVERAGE—100 Oct. 





@DISON ELECTRIC INSTITUTE: 
Zlectric output 


@AILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 


SERERT, INC. ..---...-- ~~... oe NOY. 


G@RON AGE COMPOSITE PRICES: 


Pinished steel (per lb.)----..------ vad io binipseaveileisillintiaitine 0 wpsaniiihntiddimcibaneal Nov. 
. Nov. 


Pig iron (per gross ton)__._--- 
@crap steel (per gross ton) 


@ETAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 


IT LE pl Se Se eS 


Export refinery at_- 
Straits tin (New York) at 
Zead (New York) at__ 
Zead (St. Louis) at__ 


NS AO: GRIND Oe oS en ecm meee OV: 


MOODY'S BOND PRICES DAILY AVERAGES: 
@. 8S. Government Bonds_.____-~- 


Railroad Group __-- 
Public Utilities Group 
Zadustrials Group —---------_ 


MOODY’S BOND YIELD DAILY AVERAGES: 


@. 8. Government Bends___.______-.__-- EEE SE LAER EE TERS ie Nov. 
IESE EE OBIE SES CAR 
Aaa 


Utilities Group 
trials Group 


MOODY'S COMMODITY INDEX____.-_____ gilt 





WATIONAL PAPERBOARD ASSOCIATION: 
FEELS ES TT TE ~-Oct. 
a ln seh sess ooaoae seats a semsanciner <onsanancdeas deinen aS 
Percentage of activity Oct. 
I Re ES ae Ts eT ae Oct. 


@TL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 
odin tess secon lam aplapdes ohcnibb cheno sivemenstpencmed-sodecedienendind 


@TOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- 
4QT DEALE AND SPECIALISTS ON THE N. Y. STOCK 
EXCHANGE—SECURITIES EXCHANGE COMMISSION: 

@dd-lot sales by dealers (customers’ purchases )— 
Number of orders 
WMumber of shares 





EE EO LA OLE LI ERE PY 2, Oct. 


@dd-lot purchases by dealers (customers’ sales). 


Number of orders—Customers’ total SS Se a eee 


Customers’ short sales 








Customers’ short sales_._......_____ 
Customers’ other sales 
Dollar value 


ee LC Oct. 


Number of shares—Total sales___ 
Short sales 
ho re 

Round-lot purchases by dealers— 

Number of shares 





WHOLESALE PRICES NEW SERIES—U. 8S. DEPT. OF LABOR— 
1926—100: 


All commodities other than farm and ian a ad Stes ly 
ee are enenen aes eeranes an.as ener crab anendsananepenen Nov. 


EEE = SORTS ee 
Puel and lighting materials 
Metals and meta! procucts 
Building materials 


oil, and distillate fuel oi] output (bbis.)_---..---------- ~~ 


i sainceenmencineipeessiven apctvebanmpandneial Nov. 


EERE ESTE a ow os 


RE Re a Owe =e 


Nov. 


oo oe meee aenenecenantintinn Gt. 
Ee a Sy a a a eee ees ene eee eee ec eo eee een ee aaOct. 


Or nen ne ene eee OCT, 


Oct. 


29 


Oct. 29 
. 29 
. 29 
3 ao nctatienaihinenantinnincmpacenencainde et Oct. 


29 


29 
29 


NNNNNN 


8 
& 
8 


8 


Co oo Oo OO OO 


Saowmwmerannan 


2 


Latest 
Week 


103,9115,000 
28,225,000 
90,358,000 
69,459,060 


$591,317 
$515,883 


$169,933,000 
102,827,600 
67,106,000 
57,644,900 
9,462,000 


2,770,000 
1,180,000 
1,600 


297 


5,434,924 


196 


43.705c 
$45.88 
$27.58 


17.325¢ 
17.550c 
95.000c 
13.000c 
12.800c 

9.750c 


104.28 
115.04 
120.84 
119.20 
114.46 
106.56 
109.42 
116.80 
119.41 


NNWWNNNNN 
SONWWOARoCH 
CKroaweor ow 


344.6 


193.527 
203,786 
94 


400,589 


125.8 


21,612 
642,879 
$25,170,205 


24,822 


° 


156.0 
158.7 
144.6 
136.6 
130.6 
168.8 


Previous 
Week 
8.8 


162,000 


102,990,000 
28,340,000 
89,050,000 
69,673,000 


§589,088 
§515,272 


$135,843,000 
72,662,000 
63,181,600 
55,487,000 
7,694,000 


2,540,000 
1,230,000 
*2,600 


#296 


17.325¢ 
17.550c 
95.000c 
313.000c 
12.800c 

9.250c 


103.97 
115.04 
120.84 
119.00 
114.27 
106.56 
109.42 
116.61 
119.20 


2.21 
2.90 
2.61 
2.70 
2.94 
3.36 
3.20 
2.82 
2.69 


338.6 


195.662 
206,400 


94 
411,834 


126.0 


19,568 
584,233 
$21,872,404 


22,421 

164 

22,257 
628,292 
6,069 
622,223 
$20,844,394 


217,780 
217,780 
190,790 


Month 
Ago 
9.3 


172,000 


4,890,806 
5,493,000 
18,381,000 
1,812,000 
6,962,000 
7,514,000 


103,895,000 
27,196,600 
83,495,000 
67,955,000 


$658,128 
$541,204 


$152,400,000 
78,779,000 
73,621,000 
58,537,000 
15,084,000 


1,825,000 
68,000 
3,700 


302 


5,449,897 


115.04 
120.84 
119.00 
114.27 
106.56 
109.42 
116.41 
119.41 


2.21 
2.90 
2.61 
2.70 
2.94 
3.36 
3.20 
2.83 
2.68 


336.6 


214,138 
206,834 


94 
360,897 


127.4 


18,841 
555,001 
$21,200,032 


24,446 

241 

24,205 
668,105 
9,024 
659,081 
$21,092,564 


331,540 
331,540 
188,010 


Year 
Ago 
99.4 


er) 


au 
x) 
u 
(=) 


_ 
GO nT N =EN ED 
Owe 


PO MUkwe 


RESO 


Ree 


888 828% 


$109,319,000 
52,328,000 
56,991,000 
44,573,000 
12,418,000 


12,805,000 
1,016,000 
156,200 


319 


5,563,514 


104 


3.720¢ 
$46.91 
$43.16 


23.200c 
23.425¢ 
103.000c 
21.500c 
21.300c 
15.500c 


100.72 
110.70 
115.82 
114.08 
109.60 
103.64 
106.21 
111.25 
114.66 


BS to 69 t9 bo 9 NDE ND 
YSSBsSescR 
wu 


NOomwow 


402.4 


199,563 
193,819 
96 


365,928 


144.5 


25,683 
766,874 
$31,329,557 


24,309 

108 

24,201 
695,459 
3,752 
691,707 
$25,226,450 


201,020 
201,020 
302,770 


BUSINESS FAILURES—DUN & 


METAL OUTPUT 


AMERICAN PETROLEUM INSTITUTE—Month 
or August: 
Total domestic production 
lons each) Sd é 
Domestic crude oil outpui (‘bbls.) 
Naturai gasoline output ‘bbls.) 
Benzol output (bbis.) 
Crude oil imports (bbls.) ee 
Refined products imports bbls.) Sot alas 
Inaicated consumption—domestie and export 
| sip ai Relies cabal 
Decrease—all stocks (bbls.) 


(bls. of 42-gal- 


BANKERS DOLLAR ACCEPTANCES OUT- 


STANDING — FEDERAL RESERVE BANK 
OF NEW YORK—As ol Sept. 30: 

Imports god iil mcinnti 

Exports a a 

Domestic shipments 

Domestic warehouse credits_ 

Dollar exchange wP 

Based. cn goods stored an 
foreign countries ___ 


shipped between 


BRADSTREET 
INC.—Month of September: 
Manufacturing number 
Wholesale number 
Retail number __ 
Construction number ‘ 
Commercial service number 


Total number —-___-__- 
Manutlacturing Mabilities 
Wholesale liabilities 
Retai! liabilities _ 
Construction liabilities : 
Commercial service liabilities_ 


Total liabilities _____ 


DEPARTMENT STORE SALES—SECOND FED- 


ERAL RESERVE DISTRICT, FEDERAL 

RESERVE BANK OF N._ Y¥Y¥.— 1935-39 

AVERAGE = 100—Month of September: 
Sales (average monthly), unadjusted_ 
Sales (average daily), unmadjusted______ s 
Sales (average daily), seasenally adjusted__ 
Stocks, unadjusted as of Sept. 30____~_ pa ~ 
Stocks seasonally adjusted as of Sept. 


EMPLOYMENT AND PAYROLLS—U. 8. DEPT. 


OF LABOR—REVISED SERIES—Month of 
August: 
All manufacturing (production workers) 
Durable goods _ = 
Nondurable goods 
Employment indexes— 
All manufacturing ~~. ____ 
Payroll indexes — 
All manufacturing af ease sie 
Estimated number of employees in manufac- 
turing industries— 
All manufacturing 
Durable goods 
Nondurable goods 


LIFE INSURANCE—BENEFIT PAYMENTS TO 


POLIC YHOLDERS — INSTITUTE OF LIFE 

INSURANCE—Month of August: 
Death benefits _____ open Tighe 
Matured endowments 
Disability payments 
Annuity payments 
Surrender values _ 
Policy dividends 


(BUREAU OF MINES)— 
Month of August: 
Mine production of recoverable metals in the 
United States: 

Copper (in short tons) 

Gold (in fine ounces) ___ 

Lead (in sort tons)_ 

Silver (in fine ounceés)_ 

Zine (in short tons)_ 


METAL PRICES (E. & M. J. QUOTATIONS) — 

Average for month of October: 

Copper (per pound)— 

Electrolytic, domestic refinery_ 

Electrolytic, export refinery_____- 

Lead (per pound)— 
Common, New York __ 
Common, St. Louis _____ 

Silver and Sterling Exchange— 

Silver, New York (per ounce) ____ 
Silver, London (pence per ounce) ___ 
Sterling Exchange (Check)... ss 
Zinc (per pound)—East St. Louis______ 
Tin (per pound)— 

oy a RR an es 

New York, 99% min. (§§) ject lends 
Gold (per ounce U, 8S. price)___-_________ 
Quicksilver (per flask of 76 pounds)____ 
fAntimony (per pound), (E. & M. J.)__ 
Antimony (per pound), bulk, Laredo._____ 


Antimony (per pownd), in cases, Laredo-_- ; 


Antimony (per pound), Chinese Spct___- 
Platinum, refined (per ounce}___ 
*Cadmium (per .pound) : Ace 
tCadmium (per pound) __________ 
§Cadmium (per pound) _____. 
Cobalt, 97% RE ee ate ss 7 mes ah sir 
Aluminum, 99% plus, ingot (per pounc) 
Magnesium, ingot (per pound) -- mens | 
**Nickel ‘ 


RR, EARNINGS — CLASS I ROADS (ASSOC. 
OF AMERICAN RRS.)—Month of Sept.: 


Total operating rev2nues 
Total operating expenses ______---- 
Operating ratio—per cent_- : 2 
Benes <<... ae 


Menth 
Lavest 


161,246,000 
148,192,000 
13,043,000 
11,000 
12,795,000 
6.249,000 


191,039,006 
10,749,000 


$133,116,000 
37,362,000 
8,323,000 
13,069,000 
1,256,000 


13,973,000 


Month 
Previous 


158,297,000 
145,818,000 
12,468,000 
11,000 
13,258,000 
6,078,000 


177,855,000 
*222,000 


$116,864,000 
37, ,000 
8,694,000 
9,384,000 
1,039,000 


15,892,000 





$207,169,000 


$189,313,000 


221 
96 
385 
55 
53 


185,588,000 
1114,935,000 


$135,€86,006 
395,000 


$214,147,060 





810 
$16,008,000 
5,284,000 
6,424,000 
2,272,000 
1,187,000 





11,576,000 
5,949,000 
5,627,000 


141.3 
323.2 


14,128,000 
7,301,000 
6,827,000 


$130,188,000 
35,505,000 
7,912,000 
18,739,000 
49,893,000 
43,828,000 


$286,065,000 


56,881 
182,195 
33,759 
2,683,812 
44,473 


17.325¢ 
17.550¢ 


13.420c 
13.230c 


73.250c 
63.887d 
$2.79600 
9.320c 


95.720c 
94.720c 
$35.000 
$73.000 
36.580¢ 
33.300c 
33.800c 
Nominal 
$69.000 
$2.000 
32.075 
$2.150 
$1.800 
17.000c 
20.500c 
40.000c 


$64,969,465 
540,987,731 
77.84 
$75,401,078 


$31,175,000 


*11,212,000 
*5,896,000 
*5,316,000 


*136.9 
*312.9 


*13,758,000 
*7,257,000 
*6,501,000 


$115,810,000 
34,227,000 
7,475,000 
19,970;000 
46,979,000 
42,990,008 





$267 ,451,000 


*56,910 
*164,015 
*30,030 
*2,667,107 
*40,064 


17.325c 
17.550¢ 


15.050c 
14.854c 


73.214c 
52.887d 
$3.43929 
10.005c¢ 


102.087c 
101.087c 
$35.000 
$72.809 
41.780c 
38.500c 
39.000c 
Nominal 
$69.000 
$2.000 
$2.075 
$2.150 
$1.600 
17.000c 
20.500c 
40.000c 


$742,876,747 
587,115,711 
79.03 
$75,603,805 


23.425c- 


19.500c 
19.300c- 


77.213¢ 
46.9294 
$4.0275@ 
15.240¢ 


193.000c- 
102.440c 
$35.00 
376.000 
40.830c 
37.660c 
38.160c 
Nominal 
$93.00@ 
$1.900 
$1.550 
$2.000 
Not avail. 
16.680c 
20.500c 
40.000c 


$844,773, 5912 
620,993,41& 
73.51 
$98,413,503 


Net railway operating income before charges 
Net income after charges (est.)__.....--_-~ 
ZINC OXIDE (BUREAU 
ef September: 
Production (shért tons) 
Shipments ‘(Short tons) ata ASS ¢ 
Stocks at end of month (short tons) _- 


*Revised figure. *Basred> on the producers’ tBased. on the average of 
the producers’ and platers’ quetetions. ‘Based: ompleters’ quotations. {Domestic, five 
tons or more but less than carioad lot packed: in cases, f.0.b. New York. **F.O.B. Port 
Colburne, N. S., U. S. duty included. §§Tin contained: « 7?Increase—all stocks. 


All other 188.4 


115.8 


63,537,627 
38,590,000 


65,727,317 
39,000,000 


110,848,571 
83,000,006 


kt et et et et 


OF MINES)—Month 


153.4 
193.8 
216.9 223.5 218.4 245.2 


204.0 204.0 199.9 198.5 

— ee yay pn I AE wotemted finished steel composite was revised for the 
uct s 

$Reflects effect of tive- day week effective x “ee — for the 7 years 1937 to 1940 inclusive and 


153.9 
198.7 


166.0 


13,746 
241.3 


16,307 
15,995 


quotation. 


13,428 Not avail, 
14,666 Not avail. 


18,556 Not avail. 


202.8 


*Revised figure. ‘Includes 433 
1941 to date. The weights 
to 1948 inclusive. 
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or any similar pact are variously estimated at a minimum of $3 per 
ton of steel, this trade authority points out. 


If labor costs of the smalier steel firms are raised by strike 
settlements some individual price increases are certain unless steel 
demand over the next few months proves a lot worse than industry 
seurces predict. 


Most metal consumers have not yet felt the full impact of the 
steel strike. but it will be felt this month and will close down a lot 
of plants. this trade magazine adds. 
will pinch many smaller parts suppliers until December. 


Warehouses are still under terrific pressure for steel, but many 
of therm have been practically cleaned out of the tighter items with 
most of them fresh out of sheets. 


Mills report that orders booked for oil country tubular products 
show a continuing strong demand, with customers placing require- 
ments for the second quarter of 1950. Manufacturers’ wire is being 
booked into the first quarter and standard structural shapes will be 
on quota for at least a month after the end of the strike. Wide- 
“Janged structural shapes will be tight and on allocation for perhaps 
four monihs. 


The steelmaking scrap market this week is hot. After showing 
enovgli strengih last week to lft “The Iron Age” steel scrap com- 
vosite by $2 a gross ton. to $27.58, it has again moved into new 
high ground for the current move and this week stands at $28.92 
“9er gross ton, up $1.34. 

The American Iren and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making capacity of the industry will be 21% of capacity 
for the week beginning Nov. 7, 1949, an increase of 12.2 points 
from the preceding week. This is the sixth week of the industry- 
wide strike. 


The increase in rate reflects the return to work of Bethle- 
hem Steel Corp. workers following settlement of the strike 
against that company. 


This week’s operating rate is equivalent to 387,000 tons of 
steel ingots and castings for the entire industry compared to 
162,000 tons one week ago. A month age the rate was 9.3% 
and production amounted to 172,000 tons; a year ago it stood at 
969% and 1,695,700 tons, and for the average week in 1940, 
highest prewar year, at 1,281,210 tons. 


CARLOADINGS AGAIN SHOW MILD ADVANCE 


Loadings of revenue freight for the week ended Oct. 29, 1949, 
which reflected the effect of continuing labor difficulties in the coal 
and steel industries totaled 591,317 cars, according to the Association 
of American Railroads. This was an increase of 2,229 cars, or 0.4% 
above the preceding week. It represented, however, a decrease of 
339,656 cars, or 36.5% below the corresponding week in 1948, and 2 
decrease of 349,429 cars, or 37.1% under the similar period in 1947. 


ELECTRIC OUTPUT MAKES A FURTHER SLIGHT GAIN THE 
PAST WEEK 

Electrical production for the fifth time since the week of Aug. 3, 
1946, showed a decrease when compared with the corresponding 
period in 1948. The amount of electrical energy distributed by the 
electric light »nd power industry for the week ended Nov. 5 was 
estimated at 5,424,924,000 kwh., according to the Edison Electric 
Institute. This represented an increase of 2,171,000 kwh. above the 
preceding week. It was 128,590,000 kwh. lower than the figure 
reported for the week ended Nov. 6, 1948, but 377,469,000 kwh. in 
excess of the output reported for the corresponding period two 
years “go. 


AUTO OUTPUT REFLECTS FURTHER 

PAST WEEK 

According to “Ward’s Automotive Reports” for the past week, 
motor vehicle production in the United States and Canada declined 
to an estimated 121,428 units from a revised figure of 137,651 units 
in the previous period. 

Most of the drop was attributed, not to the steel strike, but 
to Ford’s shutdown for inventory early in the week. Part of the 
decline was due to tapering-off of auto production in Dodge, 
De Soto and Chrysler divisiens of Chrysler Corp., preparatory 
to complete shutdown of those assemblies on Friday last. 

The total output for the current week was made up of 99,052 
ears and 17,877 trucks built in the U. S. and 3,068 cars and 1,431 
trucks in Canada. 


The week’s total compares with 118,229 a year ago and 93,585 
the like week of 1941. 


MODERATE LOSS THE 


BUSINESS FAILURES REVERSE UPWARD TREND 

Commercial and industrial failures declined in the week ended 
Nov. 3 to 196 from 221 in the preceding 
street, Inc., reports. Nearly twice as many casualties occurred as in 
the comparable week of 1948 when there were 104, and almost three 
times as many as in 1947 when 70 occurred. 
ciable increases, failures continued to be noticeably below the 318 
in the similar weck of prewar 1939. 


Casualties involving liabilities of $5,000 or more fell to 148 from 


178 in the previous week, but exceeded the 83 of this size which | 
those with liabilities | 
under $5,900, increased slightly to 48 from 43 and were more than | 


were reported a year ago. Small failures, 


double the number in the corresponding week of 1948. 
Manufacturing was the oniy industry group which had an in- 

crease in failures with 52 concerns in this line failing as against 33 in 

the preceding week. Declines prevailed in all other lines. Both 


retailing and wholesaling hadmbout twice as many failures as a/| 


year ago, while construction had over three times as many as in 
the similar week last year. Commercial service was the only line in 
which failures did not exceed the comparab!e 1948 level. 

Slight weekly declines occurred in most regions, but contrary 
to the general trend, the Middle Atiantic, East South Central and 
Mountain States reported moderate rises. All areas except the New 
England and West South Central Regions had more failures than a 
year ago. 


The automobile cutback alone | 


week, Dun & Brad-| 


Despite these appre- | 


| volume decreased by &%. | 


; , : 
| Fo0e as INDEX REVERSES SHARP RISE OF PRECEDING 
Despite a further sharp rise in the price of coffee, the Dun &| 
Bradstreet wholesale food price index last week reversed its up- 
' ward course of the week preceding, largely due to weakness in 
| livestock and pork products. The index fell to $5.69 on Nov. 1, 
from $5.72 the previous week, and $6.36 on the corresponding date 
a year ago. The year-to-year drop has been narrowed to ernie ‘: 
A total of nine commodities registered advances during the wee 
'and included were oats, barley, coffee, cocoa, eggs and potatoes, pe hy yi Bg og BO on 
| while 15 registered declines. ‘ 
nine months of 1949, which 
| WHOLESALE COMMODITY PRICE INDEX TURNS MILDLY compares with net profit of $2,- 
LOWER IN LATEST WEEK 224,584, or $5.05 per share, om 
Reversing its upward trend of the previous week, the daily | sales of $28,932,035 for the same 
| wholesale commodity price index, compiled by Dun & Bradstreet,! period in 1948. Total inventories 
| Inc., moved steadily lower in the past week to stand at 242.72 on| on Sept. 30, 1949 were $3,368,- 
Nov. 1. This compared with 244.25 a week ago and with 269.76 at| 750, as compared with $4,211,552 
| this time a year ago. on June 30, 1949, and genre tam 
Gains were irregular with prices mostly lower for the week. | 4¢ the end of 1948. Cash tot 
| Wheat showed comparative firmness, largely reflecting the large | $3,220,243, against $2,003,497 om 
quantities of grain being entered into the government loan. June 30, and $1,134,158 at Dee. 


Corn was under pressure and prices declined due to an enlarged 31, last. 
movement from the country and a tightening storage space situation. 
Oats were quite firm aided by short covering and a revival of specu- : Tek 
lative interest. The domestic flour market continued steady and | Gaot’ — in ee Seo 
firm. Trading was quiet at the week-end following substantiai } vet after char mp rovision fos 
bookings of hard wheat bakery flours reported early in the week. vederat taxes pare tn ency re- 

Coffee remained in the limelight. After showing some serves ot $275,596, .e = A 8 
irregularity during the period, spot prices turned upward to | Qonts ‘per share on cha capital 
finish at the highest levels of the year. stock Pohich compares with a ne& 

Following sharp declines in the past two weeks, egg prices! of $639,456, or $1.99 per share, fox 
moved higher aided by the announcement that the government would | the same period in 1948. For the 
enter the market for dried eggs in an effort to support prices, The! third quarter of the current year;, 
cocoa market was firm. Cattle markets were very irregular. Choice} net profit totaled $83,888, ag 
and prime steers at Chicago sold at new highs for the year, while! against $34,406 in the second 
common to good grades moved unevenly downward. Hogs were in| quarter and $157,301 in the firs® 
burdensome supply and prices sank to new lows since the end of| quarter. The book value of 320,— 


(Continued from page 10) 
Hurley, Chairman. For the cer- 
responding period of last year, 
earnings were $796,532, or $1.82 
per share, on sales of $10,011,- 
126. Net earnings of $545,381, o« 
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Belden Manufacturing Co., Chi— 


ms 














| with top-coat sales still unseasonally small. 
of boys’ wear, apart from suits, was sought. 
Retail food sales continued at the previous week’s level and did | 
| not vary appreciably from that of a year ago. 
Total retail volume in the period ended on Wednesday of last! 


| 
| 
| 
| 
| 





= 


Your 


OPA. Demand for lard was slow and prices dropped to new low | 614 shares of capital stock out- 
ground for the season. standing (excluding reserves) was 
Cotton markets displayed a somewhat firmer tone the past week. | $20.16 as of Sept. 30, 1949. 

Final spot quotations at New York were up about 20 points for the 
week despite a setback on Saturday following the announcement os 
of a reduction in the mid-October parity price to 29.76 cents a 
pound, from the mid-September price of 30.01 cents. Foreign Trade Council 
Reported sales in the 10 spot markets remained at a relatively 
high level, totaling 406,500 bales in the latest week, as compared Urges U. S. Restore 
with 440,700 a week earlier, and 356,800 in the corresponding week 5 eae 
a year ago. Mill buying was reported in moderate volume with Gold Convertibility 
Middling and higher grades in best demand. A bullish factor in - : 
early trading was the latest government report on ginning eg ei met Se ee 
showed a total of 7,587,000 bales of cotton ginned for the season | vention, held ae ein as ie 
through Oct. 17, as compared with 8,163,000 bales ginned to the| >. regan we 7 - ag ° —_ 
same date last season. The mevement of the staple into the COC icon “il In tes New ‘te k Ci 
loan stock during the week ended Oct. 20 rose to the highest for | past etn sodas imide oan 
|; any previous week this season, but continued well under entries | things pe recasimecindathan > Bn the 
|of a year ago. i ~ rv 
| Entries tor the latest week were 143,041 bales, against 119,067 | peeing ee ae a 
a week previous, and 322,000 in the same week last year. bility of the dollar at its present 
RETAIL AND WHOLESALE TRADE IN LATEST WEEK MAIN-| gold value. Number VI of the lis® 
TAINED AT FRACTIONALLY LOWER LEVEL THAN A _$of recommendations of the Con- 
YEAR AGO , vention declares under the cap- 
The total volume of retail trade in the period ended on Wed-| tion, “Exchange Controls and 
nesday of last week was virtually unchanged from that of the pre-| Currency Convertibility”: 
vious week, although in some regions it inereased fractionally. Saies| “It is the view of the Convenm- 
volume continued to be moderately below the level of the corre- | tion that, when sound and con 
sponding week in 1948, states Dun & Bradstreet, Inc., in its current| vertible currencies have been re~ 
review of trade. The mild rises in some areas were largely attrib-| stored, the greatest obstacle to the 
uted to the seasonal change to cooler weather. international exchange of goods 
Consumer interest in apparel remained steady the past week and services will have been re~ 
but was, however, slightly below the level for the similar period | moved. The recent currency de- 
last year. valuations can be regarded as n® 
The demand for dresses was low, except for promotional items; | oa tall — a ben nn oe — 
other women’s wear was sold in increasing quantities in many areas | oat r gy wa mick at have de~ 
following a general temperature drop. Heavy returns in many Fall | ee hic ad ‘th the United Staten 
items canceled out gains. The interest in men’s clothing rose slightly |  enaaraa oe po Pasir me 
An increased, amount will be of real benefit only i® 
|courageous and realistic efforts» 
are made by the devaluing nations 
to institute approvriate fiscal re- 
| week was estimated to be {rom 7 to 11% below that of a year ago. | pert yw Re soyppen tan aa 
| Regional estimates varied from the levels of a year ago by the fol- l straint in the extensian of cream 
lowing percentages: i ; . ane . 
| New England and Facific Coast —2 to —6; South and Mid- — 2n¢ in the issuance of Wah Tne foe 
| west —7 to —i1; East —11 to —15; Northwest —3 to —7 and economic develooment to a rea= 
Southwest —9 to —13. | listic appraisal of exchange avail- 
The steady increase in wholesale volume which has been evident | apility. 
in recent weeks continued during the period ended on Wednesday| « py,. Convention believes that 
| of last week. The pace of the increase slackened noticeably, how-| t,. United States can set a Zoom 
ever, and total volume was only fractionally above that of the pre-| .yample to other countries and 
vious week. Compared with the similar period a year ago, volume! hasten to return to sound an@ 
was down moderately. Buyers in the various wholesale markets | oonvertible currencies by working 
'were slightly more numerous last week than in the preceding week | toward the restoration in the nea 
and the corresponding week a year ago. ‘future of the free convertibility 
Department store sales on a country-wide basis, as taken from | po¢f the dollar into gold on the 
the Federal Reserve Board’s index for the week ended Oct. 29, 1949, | phasis of its present gold value.” 
decreased by 7% from the like period of last year. In the pre-}| 
ceding week a decrease of 14% was registered below the like week 
of 1948. For the four weeks eaded Oct. 29, 1949, sales registered a 
decrease of 11% from the corresponding period a year ago and for 
the year to dete a decline of 6%. 
Cooler weather stimulated retail sales volume here in New 
York the past week, but despite the improvement, doilar volume 
continued to fall below that of one year ago. 
According to the Federal Reserve Board’s index, department | 
store sales in New York City for the weekly period to Oct. 29, 1949, | CROSS 
decreased by 9% from the same period Jast year. In the preceding | 
week a decrease of 16% (revised) was registered below the similar | 
week of 1948. For the four weeks ended Oct. 29, 1949, a decrease 
of 13% was reported under that of last year. For the year to date | 


must carry on! 
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A Reply to Mr. Sproul on Gold Standard 


(Continued from page 2) 


that standard as the answer to 
the problem of a money wits 
stable purchasing power.” 

If Mr. Sproul would search the 
evidence produced by the most 
experienced, careful, and repu- 
table authorities in the field of 
money or business fluctuations he 
should find that there is no basis 
for regarding any mouetary 


standard as “the answer to the) 


problem of a money with a stable 
purchasing power” for the reason 
that there is no such thing as a 


single causal factor in business or | 


price fluctuations. Still further, 
no such authority would recom- 
mend a “stable purchasing power” 
except as it is the natura] result 
of harmonious relationships in 
the economic system. 


Gold Standard No Cause of 
Business Depressions 


Mr. Sproul’s assumption is that 
the gold standard was in some 


way responsible for what hap- | 


pened to us in 1920-1921 and 
1981-1933. That not only implies 
a single causal factor and fails 
to deal with the real causes but 
it belongs to the following type 
of inferences: We went to war 
undér our Constitution, therefore 


petent and responsible men” to 
manage us without a Constitu- 
tion; we had a train wreck 
on a railway, therefore let us 


abolish railways; we had. a bad) 
accident in a Cadillac automo-'| 


bile, therefore let .us adopt cheap 


| 
cars or walk; we went to war) 


when we had peace, therefore let 
us have no more peace. 


Mr. Sproul criticizes the gold 
standard because it does not pre- 
vent man from engaging in the 
abuse of credit and because it 
calls a halt on him when he goes 
too far in his foolishness. But 
he is silent about the infinitely 
greater price fluctuations, and the 
currency depreciations, devalua- 
tions, and collapses which have 
commonly characterized an irre- 
deemable currency which he at- 
tempts to defend. 


Mr. Sproul says that “The gold 
coin standard flourished because 
the organization of world trade 
under British leadership [during 
most of the 19th century and the 


early part of the 20th century] pro- | 
vided the conditions in which it | 
could with a few notable aberra-.| 


tions, work reasonably well.” He 
then goes on to say: “The heir 
apparent of Great Britain, of 
course, was the United States, 
but up to now we have not been 
able to assume the throne and 
play the role.” As to the prob- 
lems interfering with our assump- 
tion of this role, he says: “We 
should not deceive ourselves by 
thinking that gold convertibility, 
in some indefinable but inexor- 
able way, could solve these un- 
derlying problems for us.” 


England Progressed Under Gold 
Standard 


Mr. Sproul’s position seems to 
be that the gold standard caused, 
or at least did not save us from, 


our problems of 1920-1921 and) 
1931-1933, and that it did not con- | 


tribute to England’s world posi- 
tion of 1819-1914. It flourished, he 
says “because the organization of 
world trade under British leader- 
ship provided the conditions in 
which it could... .’ He has no 
Place for the consideration that if 
England played such a role uncer 
the gold standard perhaps we 
could “assume the throne and 
play the role” too if we had a 
thorough-going gold standard. At 
least, a gold standard did not pre- 
vent England from playing that 


| 
| 


system has nothing whatever to 
do with this situation. 

Now the simple facts of the 
matter are that a gold standard, 
in so far as a money system can 
facilitate exchange, has done, and 
does, more to open up trade than 
any instrumentality thus far 


known, provided other obstruc- | 


tions are removed. Conversely, 
irredeemable currencies tend to 


moved. The nearest thing to a 


“one world,” of which we talk so | 


much and which is so widely ad- 


tries were on, or were linked to, 
a gold standard. With most coun- 
tries now employing 


| block it, and they do that even 
though other obstructions pe re- | 


irredeem- | 


able currencies, with the greatest | 
international medium of exchange | 


known obstructed by money man- | 


agers, international trade and in- 
vestment are distorted and _ ill. 
Mr. Sproul’s 


| 


The money of a nation is the 
the peopile’s money; it is not the 
‘property of the Treasury, or 
banks, or money managers, and 
| this includes the best, not merely 
the cheapest, money. Mr. Sproul 


would have the best of the*na-| 


tion’s money concentrated in the 
hands of the money managers 
and the cheapest given to the peo- 
ple since, his contentions are, the 
managers know best what is good 
for the people and since “the gold 
coin mechanism does not dis- 
tinguish among motives.” 


vocated these days, existed to its | Geld Speculation by Central Bank 


greatest extent when most coun- | 


One of the noteworthy aspects 
of the system which Mr. Sproul 
defends and recommends is that 
while our people should not be 
permitted to demand redemption 
because of their possible motives 
and instinctive or speculative re- 


| actions, he has none of these fears 
|in respect to foreign central banks 


recommendations | 
would perpetuate this illness. He | permitted to redeem their dollars 
‘would not permit nature, operat-| in gold at $35 per ounce upon 


or governments. They must be 


ing through a gold standard and demand — motives, instinct, and 
| redeemable currencies, to provide | speculative reactions being irrele- 


its curative powers; the job is for 
the “managers” who should “at- 
tack the problems of trade and 
finance directly”’—whatever that 


let us abolish it and permit “com- | ™€@"S- 


Says Mr. Sproul further: “In ef- 
fect, under a gold coin standard 

. initiative for overall monetary 
control would, through the device 
of free public withdrawal of gold 
from the monetary reserve, be 
_lodged in the instinctive or spec- 
ulative reactions of people.” He 
/wants none of this; he wants the 
money managers to be free of 
any pressures for redemption ex- 





cept as these come from central | 


hanks and governments. 


The basic question that arises 
here is this: On what proper 
ground can a government or cen- 
tral banking system deprive a 
people of the right to exchange 
their goods or labor for gold, if 
they prefer it, and require them 
to accept instead irredeemable 
promises to pay? 

Mr. Sproul refers to the 
stinctive or speculative reactions 
of people and says “‘The gold coin 
mechanism does not distinguish 
among motives.” There is no rea- 
son why it should. If one holds a 


mand, the holder is under no 
obligation to provide reasons for 
|his demand for payment; but the 
| promissor is under obligation with- 
| out right to question the demand. 
That is as it should be. But Mr. 
|Sproul wants his bank and the 


while the recipient must not be 
| permitted to demand and get pay- 
ment in an object of universal 
acceptability because, among 
|other things, “The gold coin 
‘mechanism does not distinguish 
;}among motives.” The problems 
| inherent in the fractional reserve 
'system on which banks operate 
are not to be solved properly by 
| freeing banks of their obligations 
| to meet in gold coin their liabili- 
| ties payable on demand. 


To Hold Gold Is a Property Right 


If a person has property he has 
a right, if a right means anything, 


_to exchange it for something he | 


| prefers; and no government or 
|/ bank can properly take to itself 


what he prefers and force him to | 
| take instead its promise to pay— | 


igang when it is irredeem- 
| able. 

| If the poorest newsboy, learn- 
ing to work and save, accumu- 
lates $10 worth of pennies, why 
|should he not be permitted, if he 
| prefers, to invest it 
| dollar gold piece, which spells 


promise that is payable upon de- | 


vant in so far as he is concerned. 

He deems it proper that our 
people should give up any gold 
they might wish to hold to the 
Reserve banks and Treasury for 
their “reserves.” But these re- 


|serves, while computed by Re- 


serve banks against all Federal 
Reserve notes and deposits, can- 
not be paid out except to foreign 
central banks and governments. 
For the latter, these reserves 
mean something they can get; for 
our peonle, they are something 
that cannot be obtained though 
they are. cynically, listed as “re- 
serve” against all Federal Re- 
serve notes and all deposits in 
Federal Reserve banks. That is 
a system approved by Mr. Sproul 
—redemption for central banks 
and governments but not for our 
| people. 

His statement that “the initia- 
tive for overall monetary control 
would, through the device of free 
public withdrawal from the mon- 


in |etary reserve, be lodged in the 


instinctive or speculative reac- 
tions of the people” is far re- 
moved from fact. With a gold 
standard and redeemable cur- 
rency, the initiative for overall 
monetary control would still lie 
with the money managers. The 
point is that there would be some 
ceiling restrictions on them; and 
that is what Mr. Sproul and otner 
advocates of managed irredeem- 
able paper currencies do not 


; want. They want to operate under 


; ‘ 'the “Papa-knows-best” principle 
Treasury free to issue promises | P 4 , 


with only God and history per- 
mitted to pass judgment on the 


|} acts of these “competent and re-| 


sponsible men.’ The people of 
this world have paid a fearful 





| price when men with this brand 
|of thinking have been free to put 
'such theories into effect. 


in a ten-| 


There are various other obser- 
vations of the same general na- 
ture made by Mr. Sproul that de- 
serve the same sort of examina- 
tion, but they will be passed 
over here in the interest of brev- 
ity. Aside from the defects in his 
cause and effect analysis and in 
his inferences, so incompletely 
reviewed here, it would appear 
‘that the most important consider- 
ations are those that reveal his 
position to be as follows: 


What Mr. Sproul Advocates 


| 

| . 

| He advocates an_irredeemable 
| money for us. 


He does not regard it as im- 
|moral although he does not deal 
| specifically with the question of 
| the dishonesty invoived. 

He regards it as fitting and 





to hand them in return an irre- 
aeemable oromise to pay 

He takes the position 
people’s gold should be in tne 
hands of “competent and respon- 
sible men” but not in the hands 
of these who have claims against 
it, central banks and governments 
excepted. 

He thinks it proper for the peo- 
ple to be deprived of the control 
over their public purse which a 
redeemable currency gives them. 
He obviously is not 


| confiscate the people’s gold and | 


eign trade should be conducted 


under the management of ceritral 


‘ that the, 


banks and governments rather 
than by private enterprise. His 
proposals would not permit pri- 
vate traders to get redeemable 


|eurrencies so that they could go 


where private ingenuity would 
take them thus opening up for- 
eign trade, investment, and pro- 


| duction. Instead, the money man- 


agers must decide what is best. 
And on this point we would do 


| well to remind ourselves that it 


impressed | 


with the fact that people have 


or to regain control over their 
public purse. 


fought tnrough revolutions to get | 


| which we now see. 


He takes the position, by im-| 
plication, that our government | 


should be free to spend as it 


pleases since the restraints of the | 


people, through demands for re- 
demption of promises to pay, 
should be nullified. 

He belongs to 
mentally-managed economy group 
since an irredeemable currency 


hand in hand. 

He finds no evils in a “man- 
aged” irredeemable currency. The 
lessons of history do not seem to 
exist for him. 


the govern-| might call “Wall Street influence” 


/ recommending an evil. 


o 4 |irredeemable currency, 
and government dictatorship 20 | 


|}mendation that the 
| and 


is government and central bank 
“managers” that have brought the 
economies of the world to the 
states of chaos and _ suffering 


“Wall Street” influence has long 
been a favorite bogeyman of 
demagogues. Often, probably 
usually, such rantings have’ had 
no relation to reality. But here 
we have something of substance. 
To find what the demagogue 


such as 
for our 
people with the further recom- 
“competent 
responsible men” of “Wall 


Street” and Washington manage 


He says the in- | 


tegrity of money does not depend | 
upon redeemability but “upon the | 


great productive power of 
American economy and the com- 
petence with which we manage 
our fiscal and monetary affairs” 
—a common statement as old and 
as fallacious as fiat money itself. 
Against such “security” or “re- 
sources” any amount of fiat mon- 
ey, that figures could enumerate, 
could be issued. The French, with 
their Assignats and Mandats, did 
better than that in the late 18t 

Century; they found they could 


the | 


| 


| 


| 
| 
| 
} 
| 


| 


| 


it for the people whose motives a 
redeemable currency would not 
distinguish is, to say the least 
arresting. 

No nation can employ an irre- 
deemable currency without get- 
ting hurt in some manner. Our 
people have already been hurt 
seriously and at vital points de- 
spite those sins in statistics—in- 
come and savings aggregates — 
which seem to encourage’ Mr. 
Sproul but which, as crude ag- 
gregates, obscure vital distortions 
and dangerous injuries. 


The lessons of the past teach 


issue an unlimited amount just | US that unless we save ourselves 
against their confiscated church | PY Prompt provision for redemp- 


lands. They did not get around 
to issuing against their whole 
economy. 

Mr. Sproul is not disturbed by 
the , fact that an irredeemable 


| 
} 


tion a sorry repetition of a vety 
old and bitter lesson awaits us. 
The great mass of people will be 
badly hurt, as always. Then the 


| question will arise: “Who was re- 


eurrency, above all other types, | 


lends itself to debauchery. 
apparently was not disturbed by 
the sleight-of-hand debauchery in 
this country in 1942. 

He apparently does not assume 
that monetary managers ever mis- 
manage a ,people’s money; he 
speaks only of 
responsible men.” 


Irredeemable Currency Is Open 
Gate to Socialism 


He | 


“competent and | 


| our 


If he realizes that an irredeem- | 


able currency is an open gate to 


Socialism he does not state the | 


fact. Instead, he provides us with 
a most futile recommendation, 
from among the usual futile plati- 
tudes, that we who are worried 
about government spending and 
the dollar “concentrate on the 
correction of those tendencies in 
our economic and political life 
which have brought us a def- 


sponsible for inflicting such a 
currency on us?” Far up in the 
list will stand some Federal Re- 
serve authorities. 


In anticipation of some future 
indictment of “Wall Street,” by 
some influential. demagogue in 
these days of reckoning, because 
of its supposed influence in foist- 
ing an irredeemable currency on 
people, merely because the 
President of the Federal Reserve 
Bank of New York turns out to 
be a defender of such a currency, 
it might be helpful to state in 
advance for the record that there 
are many thoughtful, careful, and 
experienced men in Wall Street 


' who do not agree with Mr. Sproul 


icit. . . .” If he is aware that all | 


the efforts of this type that -indi- 
viduals and groups have been 
able to muster have been futile, 
he does not reveal the fact. 


does he reveal anywhere any 


Nor | 


awareness that at the bottom of | 


this spending orgy lies our system 
of irredeemable currency. 
may suppose, therefore, that he 
either does not know that irre- 
deemable currency is an open 
gate to Socialism or he is’ ready 
to keep that gate wide open as a 
_silent advocate of statism. 

Under a managed irredeemable 
currency system, as recommended 
| by Mr. Sproul, there are no limits 
l'on government spending except 
| the self-control of the manage- 
|ment in power. That is a case of 
| power out of control. Public ad- 
| ministrators are fallible. No peo- 





One | 


as to the desirability of an irre- 
deemable currency. 


Merrill Turben Adds 


(Special to THe Frnanciat CHrontcie) 


CLEVELAND, OHIO—Erfrol E. 
Crouter has been added to the 
staff of Merrill, Turben & Co., 
Union Commerce Building, mem- 
bers of the Cleveland Stock Ex- 
change. 

r a 


State Bond & Mtg. Adds 


(Special to Tue Financia Cuzonicre) 

NEW ULM, MINN. — Berthod 
R. Milbrandt and Wesley H. 
Schuneman have become affili- 
ated with State Bond & Mortgage 
Co., 2642 North Minnesota Street. 


Four With Waddell-Reed 


(Special to THe Financtat Cxeontcie) 


OMAHA, NEB. — George W. 


‘Broadhurst, Alda H. Adams, Frank 


ple should put such responsibili- | 


ities on their administrators; they 


role; and it should be quite ob- | honesty and safety, rather than be | Proper for the Treasury and Fed- |should not have such power; and 
vious that no nation with an ir- | compelled to accept an irredeem- | Tal Reserve banks to issue 1r-| they should not seek it or assume 
redeemable currency can play it| able promise to pay which on its | edeemable promises to pay; priv- | it. Only a gold standard and a re- 


very long. “... Up to now,” says 
Mr. Sproul, “we have not been 
able to assume the throne and 


ment our irredeemable currency 


—_ and in fact spells dishonesty 
) an 


| depreciation? 


‘one correct answer to this. 


corruption and danger of | § : : aa . 
Honest men and_/| is, in his opinion, appropriate. 
play the role,” but in his argu-- women know that there. is only | 


|ilege without corresponding, re- 
sponsibility fer ..these -institutions 


He thinks it both proper and 
\ desirable for our government to 


,|deemable currency can curb the 
excesses of government and bank 
administrators. 

| Mr. Sproul’s proposals also 
| would indicate that he thinks for- 


P. Havelka, and Hugh C. Robert- 
son are now associated with "Wad- 
dell & Reed, Inc., of New York 
City. 


With McDaniel Lewis 


(Special to Tue FPrnanciat Cx2ontcie) 


GREENSBORO, N. C.—wJ M. 
Derr; Jr. has become affiliated 


| with MeDaniel Lewis & Co., Jef- 
_ferson Building. 
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American Bankers Association 


Holds 7 


ame a Kansas State Kank Ex- 
miner in 1919. Later in 1919 he 
became Cashier of the First State 
Bagwle at Cherokee, Kansas. 


From 1922-to 1935 (except 1927- 
$28, when he was Vice-President 
nd Cashier of the Citizens Na- 
ional Bank, Okmulgee, Okla.), 
e was national bank examiner. 

in 1936, Mr. Peterson was elect- 
d Executive Vice-President of 
he First National Bank of Pater- 
fom, Paterson, New Jersey, and 
he following year was advanced 
o the Presidency of that institu- 
iow. In 1942, he assumed the title 
bt Chairman as well as that of 
President. Upon the consolidaiion 
pt the First 


une 1, 1946, hé became Chairman 
and Chief Executive Officer of 
he consolidated institution, the 
First Paterson National Bank *& 
rust Co. On Nov. 1 1948, 


Second National Bank. of Paterson 


"as merged with the First: Pater=' Army. in World War I, sermig sad 


om National Bank & Trust Co. 
and the name of the suceeeding 
institution was ~“ehanged to the 
First National Bank and. Trust: Cor 


National Bank’ and ‘ 
he Patérson National Bank on/| 


thes 


5th Annual Convention 


(Continued from first page) 


a member of the Federal Legis- 
lative Council, and as State Vice- 
| President for California of the 
National Bank Division. He has 
been a member of the ABA Ex- 
/ecutive Council for two terms— 
| 1943-45 and again in 1948-49. 

| He is currently President of the 
| California State Chamber of Com- 
merce. 


GLENN L. EMMONS 
Treasurer 


Glenn L. Emmons, President of 
the First State Bank, Gallup, New 
Mexico, who was elected Treas- 
urer of the American Bankers 
Association, is a native of Atmore, 
Ala., but he has resided in New 
Mexico since he was nine years 
old. He is a product of the public 
schools in Albuquerque and would. 
shave. been.a graduate of the Unin. 
_-versity.of New. Mexico.cxeeptyfie 
the . fact.that he left college. 
-ing his senior year to enterdhe. 


2 


a lieutenant in the Air 
| family, moved, from. Albuqr 
toy Cakidernia,..where he. j0i 


. 


eT 


Wm. B. Gladney Claude E. Bennett Rowland R. McFlwn~- 


John W. Remington Andrew Miller 





within the American Bankers As- | ments are trying to raise the liv- Bankers Association to commem- 
sociation. a standards of the people by | orate the Association’s 75th birth- 
subsidies, direct grants, and other day will be held in New York 
Membership Reaches New High | benefits. When expenditures for next year. The date set for the 
, It was reported to the Conven- |these purposes undermine the | occasion is Sept. 24-27, 1950. 

tion that during the past Associa- |value of a country’s money, they| In making his announcement, 
tion year, ending August 31, 1949, | result in less and not more human | Mr. Peterson called attention to 
there were enrolled 300 new! welfare and a lower standard of ithe fact that the ABA was founded 


menbersjomimging the total mem- living. One of the greatest con-|at a convention heid at Saratoga 





bership-tée 163443. This ABA mem- tributions any government can | Springs, New York, July 20 to 22, 
-bership represented 97.6% of the | make to human welfare is to| 1875. “For that reason,” he said, 
Demberetste United Siates—the | maintain the value of its money. | “it is particularly appropriate that 
epereentage in the Asso-| ‘The growth of huge bureaucra- | the Association celebrate its 75th 
; vs" history—and 99% of the cies regiments the lives of the | Anniversary in New York, and 
gation’s banking resources. In | people, restricts their freedom,| we are grateful for the oppor- 
pxity-two states and the District | and subjects them to the danger | tunity.” 
f.Columbia, eyery bank is a of dictatorship. | Secretary of the Treasury John 
mofthe Association; andin, “On the other hand the tradi- |W. Snyder, while attending the 
wonly one bank is 4) tional American way-of life based | First General Session of the 
2 states with 100% | on the freedom and ‘dignity of the | American Bankers Association 


—_ 


fp aarti ase ri 


Mr. Peterson was elected Chair- | thesmupenchis discharge from 
man Gf the Board and Chief Ex- army; later to return to - 
ecutive Officer of the continuing-|@s an employee of the Gallup 


ep Arizona, Arkan- 
« Delaware, Florida, 
Idaho, Louisiana, Michi- 


ee 


| individual has given us the finest 
civilization and the highest stand- 
ard of living the world has ever 


Convention; “stated he has been 
authorized by the United’ States 
Post Office Department to an- 


bank. — ' 

‘Mr. Petergon has beefi active in 
the affairs’ of ‘the New Jersey 
Bankers Associafion and 
American Bankers Association. 


He has served as Chairman of the | 


Federal Legislative Committee of 
the New Jersey Bankers Associa- 
tion, as Treasurer. Vice-President 
and President of that Association. 
Sinee 1941, he has been a member 
of its Executive Committee. He 
was a member of the Executive 
Committee of the Paterson Clear- 
ing House Association from 1936 
to 1948 and served as its President 
in the year 1942-1943. 


In the American Bankers Asso- 
ciation, Mr. Peterson served as 
Chairman of the Executive Com- 
mittee of the National Bank Di- 
vision from 1941 to 1943, and as 
President of the Division in 1943- 
1944. He was a member of the 
Economic Policy Commission 
from 1945 to 1948, and Chairman 
of the Finance Committee - for 
1948-1949. He was elected Vice- 
President of the Association at 
the Annual Convention in Detroit, 
Miehigan, on Sept. 29, 1948. 


JAMES E. SHELTON 
Vice-President 
James E. Shelton, who was 
elected Vice-President, is Presi- 
dent of the Security-First National 
Bank of Los Angéles, Los Angeles, 
Calif. 


He is a native of California, 
having been born at Colusa. He 
attended elementary school in 
Fresno, high school in San Jose, 
and was graduated from Stanford 
University in 1910 with the. de- 

ee of A.B. In 1912 he was 
“graduated from the Stanford Law 
School with thé degree of J.D. 


Mr. Shelton . practiced 
Los Angeles from 1912 to. 1917 and 
served. as trust counsel for the 
Title Insurance & Trust Co. of Los 
Angeles from 1917. to 1919. He be- 
came Assistant Trust Officer of 
the Security-First National Bank 
of Los Angeles in 1919. In 1920 
he became Secretary of the bank, 
in 1921 Vice-President and Secre- 
tary, and in 1934 Chairman of the 


Executive Committee. In 1946 he: 


was elected President of the bank. 


Mr. Shelton has long been ac- 
tive in. bankers’ affairs—in those 
of the California Bankers Asso- 
ciation and in those of the Asso- 


ciation of Reserve City Bankers 
and the American Bankers Associ- 
ation 

In the American Bankers Asso- 
ciation, Mr. Shelton has served as 


the | 


Bank.- When the First Nation 
Bank. ef Gallup. was organized in 
:.1921, Mr. Emmons joined it as As- 
sistant Cashier, becoming succes- 
'sively-Cashier and Vice-President. 
Upon organization of the First 
State Bank in January, 1934, Mr. 
Emmons became associated with 
/it, becoming President and: Chair- 
‘man of its Board of Directors in 
1935. 

He has been active in civie af- 
fairs, having been President of 
the Gallup Chamber of Commerce. 


the Kiwanis Club, and the Inter-| 


tribal Indian Association, and 
Past Commander of Gallup Post 
of the American Legion. He has 
been a member of the Board of 
Regents of the University of New 
Mexico and in June this year re- 
tired as President cf the Univer- 
sity Alumni Association § after 
serving three years in that capa- 
city. He has also been active for 
a numbers of years in Bankers 
Association affairs, having been 
President of the New Mexico 
Bankers Association and member 
and chairman of a number of that 
association’s various committees. 


In the American Bankers As- 
sociation, Mr. Emmons has been a 


gan, Montana, Nevada, New Mex- 
eer oline. North Da-! 
"cole Rahioma, Oregon,;.. Utah, | 
Verments Virginia, Washington, | 
Wisconsin, and Wyoming. 


Resolution Calling for Unchanged | 
Gold Price and Balanced Budget | 


| Before adjournment of the Con- 
| vention the following report of 
| the Resolutions Committee was 
| approved. 

“Our country now occupies a 
position of world leadership. To 
fulfill that responsibility we must 
}continue the program of aid to 
|other countries which has been 
, undertaken, but this aid should be 
|on a decreasing seale so as to 
| stimulate and not impair the in- 
| itiative and energy of those coun- 
tries. 
| ‘The American dollar is now 
| the anchor for the currencies of | 
ithe world. We commend and 





/support the statement by the Sec- | 


|tary of the Treasury, John W. 
| Snyder, that the value of the dol- 
lar should be firmly maintained 
| by continuing the relationship of 
$35 to an ounce of gold. For 15 


|years this fixed price has fur-| 


nished a basis for the currencies 


member of the Public Relations | of the world. It would be unwise | 


Council, the Executive Council,|and dangerous to make any 
and the Administrative Commit- | Change in this relationship. Any 


tee. He has also been State Vice- | increase in the gold price would} 


law _ in | 


President for New Mexico and a_| fan the fires of inflation both here | 


member of the County Bank Op- 
erations Commission. 


NEW DFVISION PRESIDENTS 


The following were elected as 
Presidents of the four divisions of 
the’ American Bankers Associ- 
ation: ;' 

William B. Gladney, President 
of the Fidelity National Bank of 
.Baton Rouge, La., as President .of 
the National Bank Division. 

Claude E. Bennett, President 
of the Tioga County Savings and 
Trust Co. in Wellsboro, Pa., as 
President of the State Bank Divi- 
sion. 

Rowland R. McElvare, Senior 
Executive Vice-President of. the 
Bank. of. Savings in the City of 
New Yerk; as President of the 
Savings and Mortgage Division. 

John W. Remington, Vice-Presi- 
dent and Trust Officer of the 
Lincoln-Rochester Trust Co., 
Rochester, N. Y, as President of 
the Trust Division. 

Andrew Miller. Executive Sec- 
retary of the Washington Bankers 


Association, Seattle, Wash., was 
elected President of the State As- 


30eiation Section, an organization | 


and abroad. 


“The bankers of the country 
have given vigorous support to 
the Treasury’s Savings Bonds) 
program. These bonds have been 
placed in the hands of some 85 
| million people. The salé of these 





bends carries with it the respon- | 


|sibility that their value in terms 
|of their buying power should be | 
| preserved. The value of that buy- 
ing “power is threatened ‘by the 
| present unbalanced state of the 
|nation’s budget which reflects 
| ever-inereasing government 
|spending, and the demand for 
| subsidies from various pressure 
| groups. 
| “The @whells‘of savings bonds 
ment which issued 
them fa¥e-4@robligation for keep- 
|ing the country’s spending within 
_the limits of its income. This will 
|require an early return to the 
|anmcient virtue of thrift and the 
|courage to resist unnecessary 
| spending. It calls for reorganiza- 
tion of our unwieldly and over- 
expanded government so as to les- 
sen the taxpayer’s burden. We 
believe the budget can be bal- 
'anced by economy and without in- 
creasing taxes. 
“Throughout the world govern- 


known. We must preserve it.” nounce that the Department. will 
issue a commemorative stamp to. 
Diamend Anniversary Convention ark the 75th Anniversary of the 
Next Year in New York. | Association next year. The new 
Before the San Francisco Meet-| stamp will be put on sale on 
ings were coneluded, it was an- | Jan. 2, 1950, at Saratoga Springs, 
nounced by F..Raymond Peterson. | New.-York, the: birthplace of the 
the newly elected~President, that; ABA. On «the following day, it 
the Diamond Amniversary of the! will be on sale throughout the 
Convention of the American) country. 


Observations 


(Continued from page 5) 


on the lower-grade unions. In the building trades extra overtime 
work is prohibited irrespective of the wage rate. 








No Voter Appeal to Nationalization 
And it should be realized that Nationalization in England, as 
well. as in other countries, has no great appeal other than in the 
ideological sphere, to the worker. In fact, he is beginning to weigh 


|ever more seriously the advantage of dealing at arm’s length with 


private business in lieu of the party-loyalty and “patriotic” obliga- 
tions entailed in negotiations with his own political party. 

The various incidents of bureaucracy as they practically and di- 
rectly affect him, in lieu of the more theoretical objections voiced in 
the derisions of the upper-class, are constituting considerable and 
growing discomfiture to the man-in-the-street (such difficulties being 
practical and definite—as in housing). 


Turning to other groups, we find increasing disillusionment over 
the economics of the Socialist Government on the part of those 
who had been most friendly. Thus Miss Barbara Ward, who in the 
past has been called the Labor Government's “most effective in- 
ternational salesman,” in an address at the New York State Chamber 
of Commerce (published in this issue of the “Chronicle”), evidences 
finally coming around to the full realization of the responsibility of 


| her countrymen’s concentration of attention on the sharing of wealth 


rather than on the creation of it. 


Falling Between Two Stools 
But it is in the aftermath of Mr. Attlee’s announcement of his 


| new proposals that thé political situation we are discussing is epit- 


omized. On the one hand, his beneficiaries are indignantly “beefing” 
because they are being deprived of some part of their former largesse, 
in the form of reduced food and housing subsidies, and penny-increase’ 
in school lunches; and on the other hand, the retrenchment measures” 
are’ being bitterly and persistently attacked in non-Laborite areas, 
as “too little*and too late.” 


Similar Trends Elsewhere 


Such general dissatisfaction with planning and Socialism has 
likewise been spreading in other countries. The French temperament, 
with its instinctive revulsion from discipline, offers particularly fer- 
tile soil for sprouting irritation over price-wage squeezes, bureauc- 
racy and the like. And the internal political situation in Italy, in 
the face of ECA bounty, is now being publicly revealed as far from 
placid. 


The writer intends no prediction of the outcome of coming British 
elections to be implied from the above description of certain phases 
of the electorate’s present frame of mind. He feels that, on the con- 
trary, the evidenced psychological factors make any conclusions about 
the citizens’ future voting decisions worthless. The actual counting 
of the ballots in England, and in-Ohio, will disclose an all-important 
key to the future of our present-day political processes. 
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Securities Now in Registration 


® Aerocar iInc., Longview, Wash. 

Oct. 31 (letter of notification) 2,000 shares of Class B 
<ommon stock. Price—$100 per share. Underwriter—W. 
#1. Cleland, Longview, Wash. Proceeds—To be used to 
@uild demonstrator models of combination autoe-air- 
@lane. 

American Natura! Gas Co. (11/23) 
Oct. 28 filed 304,485 shares (no par) common stock (in- 
eluding 27,680 shares which may be acquired in stabil- 
ézing operations). Offering — To be offered to present 
stockholders of record Nov. 23 at the rate of one new 
ehare for each 10 held. Rights will expire Dec. 12. 
&Jnderwriter—Competitive bidding. Probable bidders: 
‘The First Boston Corp.; Blyth & Co., Inc.; Lehman 
#rothers; Glore, Forgan & Co. and W. C. Langley & 
€o. (jointly). Preceeds—To invest in common stocks 
et two subsidiaries, Michigan Consolidated Gas Co. and 
Milwauxee Gas Light Co. Bids expected to be received 
Wov. 23. 

@ Ampal-American Palestine Trading Corp., 

New York 

Wov. 3 filed $6,250,000 10-year 3% sinking fund deben- 
dures and 200,000 shares ($10 par) Class A stock. Under- 
avriter—None, but securities are to be sold through ef- 
forts of directors and employees. Stock is to be offered 
at $11 per share. Proceeds—To be used for economic de- 
welopment of Israel. 


@® Arizona Edison Co., Phoenix, Ariz. 
@ct. 31 (letter of notification) 20,000 shares ($5 par) 
zommon stock. Price—$15 per share. Underwriters— 
Refsnes, Ely, Beck & Co., Phoenix, Ariz. Offering—To 
be offered stockholders of recovd Nov. 8. Rights expire 
Wov. 23. Proceeds—To be used for construction, addi- 
tions and improvements. 

Associated Telephone Co., Ltd. (11/15) 
@ct. 18 filed $9,000,000 of Series F first mortgage bonds, 
due 1979. Underwriter—To be decided under competi- 
4ive bidding. Probable bidders: Halsey, Stuart & Co. 
inc., Paine, Webber, Jackson & Curtis; White, Weld & 
€o., Kidder, Peabody & Co. and Shuman, Agnew & Co. 
{jointly). Proceeds—Construction program. Bids ex- 
pected about Nov. 15. 

Atlantic Can Co., Delaware, N. J. (11/14) 
Oct. 24 (letter of notification) 25,000 shares of common 
#tock (par $1). Underwriter—Pulis, Dowling & Co., 
Wew York. Price—$3 per share. Retire bank loans, etc. 


® Baldwin Plywood & Veneer Co., Gillett, Wis. 
Wov. 1 (letter of notification) 400 shares ($100 par) 
<umulative participating preferred stock and 2,000 shares 
{no par) common stock. Stocks are to be sold for $125 
ger unit, each unit including one share of preferred at 
@ar and five shares of common with a declared value of 
$5 per share. No underwriters. Proceeds to be used 
for payment of debts and working capital. 


Barclay Oil Co., Inc., Mt. Carmel, Hl. 

Oct. 13 (letter of notification) 2,000 shares of non-con- 
wertible ($100 par) value preferred stock and 6,000 
shares ($1 par) commen stock (of which 2,000 share; 
will be purchased by underwriter at par). To be offered 
zn units of one share of preferred and two of common 
stock at $102 a unit. Underwriter—Sterling, Grace & 
€o., New York. To acquire oil leases and drill wells. 

Biack Hills Power & Light Co. (11/14) 

Oct. 25 filed 33,730 shares ($1 par) common stock. Offer- 
fng—To be offered to common stockholders of record 
about Nov. 14 at the rate of one new share for each five 
held. Rights expire Nov. 29. Underwriter—Dillon, Read 
& Co., N. Y. Proceeds—For construction. 

@ Boulder Mines, Inc. 

Oct. 31 (letter of notification) 1,200,000 shares (25¢ par) 
<ommon stock. Price, par. No underwriters. Proceeds 
to be used for mining and machinery development. 

@® Building Materials Inc., Denver, Colo. 

Oct. 31 (letter of notification) 25,000 shares of common 
stock (par $1). Price, par. No underwriters. Proceeds 
fo be used for new equipment and working capital. 
Office, Speer Bldg., Denver, Colo. 

Canam Mining Corp., Ltd., Vancouver, B. C. 
Aug. 29 filed 1,000,000 shares of no par value common 
etock. Price—800,000 shares to be offered publicly at 80 
cents per share; the remainder are registered as “bonus 
shares.” Underwriter—Israel and Co., New York, N. Y. 
Proceeds—To develop mineral resources. 


Central Hudson Gas & Electric Corp. 
Oct. 26 filed $6,000,000 10-year convertible debentures, 
due 1949. Underwriter—To be named by amendment, 
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along with price and underwriting terms. Proceeds — 
To pay $5,300,000 of notes, reimburse treasury for con- 
struction expenses, and for general corporate purposes. 


Citizens Telephone Co., Decatur, ind. 
Oct. 21 (letter of notification) $250,000 of 442% pre- 
ferred stock. Price, $100 each. No underwriter. For 
plant and property additions to convert to automatic dial 
operation. Office: 240 W. Monroe Street, Decatur, Ind. 


Clinton Foods, Inc., St. Louis, Mo. (11/16) 
Oct. 28 filed 50,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters — Merrill Lynch, Pierce, 
Fenner & Beane and Newhard, Cook & Co. Proceeds,— 
To pay loans and accounts payabie to RFC, Agriculture 
and Treasury Departments and for working capital. 
® Coca-Cola Bottling Co. of St. Louis 
Nov. 1 (letter of notification) 1,293 shares ($1 par) 
capital common stock. Price—$27.50 per share. No un- 
deiwriters. Offering to be made to employees only. Pro- 
ceeds—For general corporate purposes. 

Colorado Oil & Gas Co., Alamosa, Colo. 

Aug. 30 (Jetter of notification) 250,000 shares ($1 par) 
common stock, of which 200,000 will be sold for com- 
pany and 50,000 shares for N. O. Yeakley, a controlling 
stockholder, at $1 each. Underwriter—W. C. Hitchman 
Co., New York. To lease properties, drill wells, and for 
working capital. Expected late in November. 

Connecticut Light & Power Co. (11/22) 

Nov. 2 filed $10,000,000 series “L’” first and refunding 
mortgage bonds, due 1984, dnd 100,000 shares of pre- 
ferred stock (no par). Underwriters—Putnam & Co., 
Chas, W. Scranton & Co. and Estabrook & Co. Proceeds 
—For construction. 


Consolidated Caribou Silver Mines, Inc. 
March 30 filed 376,250 shares (no par) common stock. 
Price—$2.50 per share. An additional 50,000 shares will 
be sold to the underwriter at $1 per share for invest- 
ment. Underwriter—William L. Burton & Co., New 
York. Proceeds—To develop mining properties. Tem- 
porarily postponed. 


®@ Consolidated Engineering Corp., Pasadena, 
California 

Nov. 2 (letter cf notification) 100 shares ( $1 par) com- 

mon stock to be sold at $5 each to Harold F. Wiley, 

Pasadena. No underwriter. For working capital. 


Consolidated Gas Electric Lt. & Pr. Co. of Balt. 
Oct. 28 filed $12,000,000 of series T first refunding mort- 
gage sinking fund bonds, 2%%%, due 1976, and $44,660,000 
of series U 2%% first refunding mortgage sinking fund 
bonds, due 1981. Offering—To be offered in exchange 
for series Q 224%, due 1976, and series R 2%%, due 
1981, first refunding mortgage sinking fund bonds. Un- 
derwriters—The First Boston Corp. and Harriman Rip- 
ley & Co., Inc. Proceeds—This is an exchange offer. 


@® Credit Acceptance Corp., Rochester, N. Y. 
(11/10) 

Nov. 3 (letter of notification) $250,000 5% debenture 

bonds,. dated Nov. 1, 1949, due Nov. 1, 1969. Price, 100 

and interest. Underwriter—R. M. Horner & Co., New 

York. To expand business, etc. 


Derby Gas & Electric Corp. 
Nov. 28 (letter of notification) not less than 14,238 and 
net more than 16,162 shares (no par), the aggregate 
price to the public not to exceed $300,000. Price, market 
($18.50-$21). Underwriter—Name by amendment. Re- 
tirement of $295,000 short-term loans. Offering not 
sooner than Nov. 4. 


Detroit Edison Co., Detroit 
Oct. 14 filed 699,743 shares ($20 par) common stock. 
Offering — Offered to stockholders of record Nov. 
9 at $20 per share on the basis of one new share for each 
10 held. Rights will expire Dec. 5. Underwriting—None. 
Proceeds—To repay bank loans for construction and for 
additional construction, 


® Dow Chemical Co. 

Nov, 4 filed 175,000 shares of common stock (par $15). 
Offering—To be offered to stockholders and employees 
of the company, its subsidiaries and associated compan- 
ies at $44.50 per share. Proceeds—To be added to treas- 
ury funds and used for corporate purposes. Underwriter- 
er—None. 


@® Eastern Corporation, Bangor, Me. 

Nov. 3 (letter of notification) 2,500 shares ($10 per) 
common stock. To be sold at market (about $14.25) by 
Central National Corp., New York. No underwriter. 


— Harness Racing Club, Inc., Steubenville, 
hio 

Oct. 27 filed 1,000,000 shares (5c par) common stock. 
Price, $1 each. Underwriter—Tellier & Co., New York. 
Proceeds—To purchase, improve and operate the Fort 
Steuben Raceway. 


Florida Power C ., St. Petersburg, Filia. 
Nov. 2. filed 242,000 shares ($7.50 par) common stock. 
Offering—To be offered to present stockholders at the 
rate of one new share for each five held. Underwriters— 
Kidder, Peabody & Co. and Merrill Lynch, Pierce, Fen- 
ner & Beane. Proceeds—For construction. 


® Florida Telephone Corp. 

Oct. 31 (letter of notification) 28,500 shares (par $10) 
common stock. Underwriters—None, other than com- 
pany’s officers, directors, employees or agents. Price to 
present stockholders will be $10 per share until Dec. 2, 
1949. at which time the balance of shares unsubscribed 
will be offered to general public at $10 per share. Pro- 


eeeds—To be used for further expansion of. telephone 
facilities. 

® Gan Yavneh Development Corp., New York 

Nov. 7 (letter of notification) 1,920 shares of preferred 
stock (par $50) and 200 shares of common stock (par 
$20). Price: preferred $55 per share; common, $20 per 
share. Underwriter, none. To engage in trade between 
the United States and Israel. 


® Great Basin Cement Co., Thistie, Utah 
Nov. 3 (letter of notification) 13,700 shares of common 
stock. Price—$20 each. No underwriter. To finance the 
construction of a Portland Cement company. 


® Growth Industry Shares, inc., Chicago 

Nov. 4 filed 150,000 shares of capital stock. Investment 
Managers—Harland Allen Associates, Chicago. Business 
—Investment company. 


ae gg Transportation Co., Jacksonville, 
ori 
May 31 filed 620,000 shares of class A participating ($1 
par) stock and 270,000 sharés (25c par) common stock. 
Offering—135,000 shares of common will be offered for 
subscription by holders on the basis of one-for-two at 
25 cents per share. Underwriters—Names by amendment, 
and may include John J. Bergen & Co. and A. M. Kidder 
& Co. Underwriters will buy the remaining 135,000 
shares plus unsubscribed shares of the new common. 
Offering price of class A $5. Proceeds—To complete 
an ocean ferry, to finance dock and terminal facilities, 
to pay current obligations, and to provide working 
capital. 

Gulf States Utilities Co. (11/29) 
Oct. 27 filed $10,000,000 of first mortgage bonds, due 
1979. Underwriter—Competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutz- 
ler; Lehman Brothers; Merrill Lynch, Pierce, Fenner & 
Beane; Stone & Webster Securities Corp.; Kidder, Pea- 
body & Co. and White, Weld & Co. (jointly); The First 
Boston Corp. Proceeds—To repay $6,500,000 of short- 
term notes and finance 1949 construction requirements. 
Bids—Bids will be received up to 11 a.m. (EST) Nov. 29 
at office of Central Hanover bank & Trust Co., Room A, 
70 Broadway, New York. 


® Hammond Lumber Co., San Francisco, Calif. 
Oct. 31 (letter of notification) 390 shares ($20 par) stock, 
Price—$42.50 pe: share. No underwriters. Shares to be 
offered only to employees of the company. Proceeds— 
Working capital. 


@® Harrisonburg (Va.) Telephone Co. 

Nov. 3 (letter of notification) 1,600 sharcs of 5% cumu- 
lative preferred stock ($100 par) and 5,750 shares ($10 
par) commen stock. Price—$100 and $16.50 per share, 
respectively. Underwriter—Galleher & Co., Inc., Rich- 
mond, Va. Proceeds—To pay outstanding bank loans 
floated to finance construction. 


Hawaiian Electric Co., Ltd., Honolulu 

June 21 filed 150,000 shares of series E cumulative ($20 
par) preferred and 50,00G shares of ($20 par) common, 
Offering—Preferred will be offered to preferred holders 
at 1-for-3 rate and common will be offered to common 
stockholders at 1-for-9 rate. Underwriters—Dillon, Read 
& Co. Inc. and Dean Witter & Co. will buy unsubscribed 
preferred: unsubscribed common will be sold either at 
public auction or to the underwriters. Proceeds—To pay 
off short-term promissory notes and to carry merchan- 
dise inventories and receivables or to replenish treasury 
funds. The balance would be used for other corporate 
purposes or construction. Indefinite. 


insurance Co., of Florida, Miami, Fla. 
Sept. 7 (letter of notification) 12,000 shares ($10 par) 
common stock. Price—$25 each. Underwriter—Atwiil 
& Co., Miami Beach. To complete formation of a stock 
insurance company. 


lowa Power & Light Co. (12/5) 

Oct. 31 filed $7,500,000 of first mortgage bonds, due 1979. 
Underwriter—Competitive bidding. Bidders may in- 
clude Kidder, Peabody & Co.; Lehman Brothers; Blyth 
& Co., Inc.; W. C. Langley & Co.; Union Securities Corp. 
and Glore, Forgan & Co. (jointly); The First Boston 
Corp.; Smith, Barney & Co.; Halsey, Stuart & Co, Inc. 
Proceeds—To pay off $1,500,000 of 24%% promissory 
notes, for construction, and to reimburse the treasury 
for construction expenditures. Bids expected Dec..'5. 


@® Kansas American Oil Co., Des Moines, Ia. 

Oct. 31 (letter of notification) 3,900 shares ($10 par) 
common stock. Price, par. No underwriters. Proceeds 
to be used for drilling an oil well in Ottawa County, 
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Kansas, and for general corporate purposes. 
Equitable Bldg., Des Moines, Ia. 


Keller Motors Corp., Huntsville, Ala. 


May 10 filed 5,000,000 shares (3¢ par) common. Under- 
writer—Greenfield, Lax & Co., Inc., New York. Price— 
$1 per share. Proceeds — To purchase additional plant 
facilities, tools, dies, jigs, etc.; the balance for working 
<apital. Statement effective Oct. 3 and amendment to 
registration statement effective Oct. 31. Expected later 
this month. 


® Kendall Co., Boston 

Nov. 2 (letter of notification) 4,000 
common stock. To be sold at market 
Henry P. Kendall, 
Boston Corp. 


@ Leadville Lead Corp., Denver, Colo. 

Oct. 28 (letter of notification) 6,667 shares of common 
stock. To be sold by James Newton Redman at $1.50 
each. No underwriter. Office, 508 Kittredge Bldg., Den- 
ver, Colo. 


Louisville (Ky.) Gas & Electric Co. 

Nov. 2 filed $41,000,000 first mortgage bonds, due 1979. 
Underwriter—Competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Lehman Brothers and Blyth 
& Co., Inc. (jointly); The First Boston Corp. Proceeds— 
“To redeem outstanding bonds; buy Louisville Transmis- 
sion Corp.; prepay bonds of a predecessor, Louisville 
Lighting Co., and for general purposes. 


McCormick & Company, Inc., Baltimore, Md. 
Oct. 12 (letter of notification) 600 shares of 5% cumula- 
tive preferred stock ($100 par) and 6,000 shares (no par) 
mon-voting stock and 10,000 shares no par) voting stock. 
Price—Preferred, par; voting and non-voting stock, $15 
per share. Underwriter—Alex. Brown & Sons, Baltimore 
‘will offer 1,000 shares of non-voting common stock for 
working capital. 


Madison (Wis.) Gas & Electric Co. (11/15) 
Oct. 20 filed $3,000,000 first mortgage bonds, due 1979, 
zand 55,361 shares ($16 par) common stock. Underwriter: 
Bonds to be offered under competitive bidding. Probable 
bidders include Halsey Stuart & Co. Inc.; Otis & Co.; 
‘The First Boston Corp.; Kidder, Peabody & Co.; 
Equitable Securities Corp.; Smith, Barney & Co. and 
Robert W. Baird Co. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane; The Milwaukee Co.; Harris, Hall & 
€o. (Inc.) and Drexel & Co. (jointly); Harriman Rip- 
ley & Co.; Central Republic Co.; Kuhn, Loeb & Co. 
and W. C. Langley & Co. (jointly); Wood, Struthers 
& Co. Offering—Stock is to be offered to present stock- 
holders at the rate of one new share for each five held 
sat $22 a share. Proceeds—To retire $2,800,000 of prom- 
issory notes and for expansion of facilities. Bids—Bids 
for purchase of bonds will be received by company at 
Suite 2200, 105 West Adams St., Chicago, up to 11 a.m. 
4CST) Nov. 15. 


Mankato (Minn.) Citizens Telephone Co. 
Oct. 17 (letter of notification) 1,600 shares (no par) 
common stock. To be sold to stockholders at $47 each. 
Wo underwriter. To buy new switchboard and make ex- 
‘pansions to phone system. 

Middie South Utilities, Inc., New York 
Oct. 28 filed 686,295 shares (no par) common stock. Of- 
Tering—tElectric Bond & Share Co. will offer 656,295 
shares to its own stockholders of record Nov. 9 at rate 


Office, 1214 


shares (no par) 
(about $25) by 
Chairman. Underwriter—The First 


of one share. for each eight held, and at $12 a-share. 
The offering period is scheduled for Nov. 21 to Dec. 8. 
Bond and Share plans to distribute 150,010 shares to its 
stockholders as a dividend, of which 30,000 will be sold to 
take care of fractional stockholders. Underwriter—None. 


Proceeds—E. B. & S. will use the proceeds to retire bank 
loans. 


@ Miller Machinery Co., So. Missoula, Mont. 

Oct. 28 (letter of notification) 500 shares ($100 par) 
preferred stock and 250 shares ($100 par) common voting 
stock. Price, par, both issues. No underwriters. Pur- 
pose to increase capital. Office, P. O. Box 1496, Highway 
93, South Missoula, Mont. 


Minnesota Mining & Manufacturing Co. 
Oct. 19 filed 75,000 shares (no par) common stock. 
Offering—To be sold to employees of the company and 
five wholly-owned subsidiaries. Underwriters — None. 
Proceeds—To buy in debentures or $4 preferred stock. 


Missouri Power & Light Co. (11/15) 

Oct. 14 tiled $2,000,000 of first mortgage bonds, due 1979, 
and 20.000 shares of cumulative preferred stock ($100 
par). Underwriters—Competitive bidding. For bonds: 
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co.; Equit- 
able Securities Corp.; White, Weld & Co. and "Shields 
& Co. (jointly); Otis & Co.; Carl M. Loeb, Rhoades & Co. 
and American Securities Corp. (jointly); Harriman Rip- 
ley & Co.: The First Boston Corp.; Glore, Forgan & Co. 
and Hornblower & Wells (jointly). For preferred: Har- 
riman Ripley & Co.; Carl M. Loeb, Rhoades & Co. and 
American Securities Corp. (jointly); White, Weld & Co. 
and Shields & Co. (jointly); Glore, Forgan & Co. and 
Hornblower & Weeks (jointly); Salomon Bros. & Hutzler. 
Proceeds—To retire unsecured promissory notes and re- 
imburse treasury for construction purposes. Bids—Bids 
for purchase of the securities will be received at Room 
1901, 60 Brcadway, New York, up to 11 a.m. ( EST) 
Nov. 15. 


® Morris Oil Co., Ventura, Calif. 

Nov. 4 (letter of notification) 5,000 shares ($1 par) com- 
mon stock. To be sold for between $5.50 and $7 each by 
Clair E. Halliburton, Fresno, Calif., a director of the 
company. Underwriters—First California Co., Dempsey- 
Tegeler & Co., Morzan & Co., and James Ebert Co. 


@® National Shirt Shops Co. of Delaware, Inc., 
New York 

Nov. 2 (ietter of notification) 9,000 shares of common 

stock (par $1). Price, $11 per share. Underwriters— 

Reynolds & Co., Sherck, Richter & Co. and Blair F. 

Claybaugh & Co. Proceeds to selling stockholders. 


New England Electric System, Boston (11/16) 
Oct. 14 filed 669.508 shares ($1 par) ceommon stock. 
Offering—To be offered to stockholders oi record Nov. 17 
at the rate of one new share for each 10 held. Rights 
expire Dec. 5. Underwriter—Tec be decided under com- 
petitive bidding. Probable bidders for common include 
Merrill Lynch, Pierce, Fenner & Beane: Kidder, Peabody 
& Co and White, Weld & Co. (jointly); Harriman Rip- 
ley & Co. and Goldman, Sachs & Co. (jeintly): Blyth & 
Co.. Inc. and Lehman Brothers (jointly). Proceeds—fFor 
additional investment in the common stock of subsidiary 
companies so that the subsidiaries can finance construc- 
tion programs. Bids — Bids for purchase of unsubscribed 
stock will be received at company’s office, Room 1119, 
441 Stuart St., Boston, up to noom (EST) Nov. 16. 


New Jersey Power & Light Co. 

June 9 filed 20,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Names to be determined 
through competitive bidding. Probable bidders: Kidder, 
Peabody & Co.; Smith, Barney & Co.; W. C. Langley & 
Co.; Lehman Brothers. Proceeds—Will be applied to the 
payment of the cost of, or in reimbursement of payments 
made for, construction of additions and betterments sub- 
sequent to April 30, 1949. Sale deferred until later this 
year. 


Northern States Power Co. (Minn.) (211/16) 


Oct. 24 filed 1,584,238 shares (no par) common stock. 
Offering—To be offered to stockholders of record Nov. 
17 at the rate of one new share for each six now held. 
Rights expire Dec. 6. To the extent that such holders 
do not subscribe for the additional common, the com- 
pany proposes to give to each employee the privilege of 
subscribing for 150 shares or less, subject to allotment if 
necessary. Holders of common stock will then be given 
the additional right of subscribing, subject to allotment, 
for any remaining shares. Underwriter — To be detcr- 
mined under competitive bidding. Probable bidders: 
Smith, Parney & Co.; White, Wcld & Co. and Glore, 
Forgan & Co. (jointly); Lehman Brothers and Riter & 
Co. (jointly). Preceeds—To repay bank notes issued for 
construction purposes. Bids—Bids for purchase of un- 
subscribed shares will be received at Rocm 1100, 231 So. 
La Salle St., Chicago, up to 10.30 a.m. (CS7) Nov. 16. 
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Gcean Downs Racing Ass’n, Inc., Berlin, Md. 


Oct. 27 filed 53,372 shares (50c par) common stock. Un- 


derwriter—None. Price —$2 a share. Offering—To be 
offered stockholders at the rate of four new shares for 
each five held. Proceeds—To pay obligations and for 
working capital. 


Ohio Public Service Co., Cleveland 
Oct. 21 filed 2,000,000 shares ($7.50 par) common stock. 
Underwriter — Cities Service Co., which is selling the 
stock, has asked the SEC for exemption from competitive 
bidding requirements in order to negotiate an under— 
writing. Probable underwriters: Merrill Lynch, Pieree, 
Fenner & Beane and Blyth & Co., Inc. 


Pennsylvania Electric Co. (11/15) 

Oct. 6 filed $11,000,000 first mortgage bonds, due 1979, 
and 70,000 shares of series D cumulative preferred 
stock ($100 par). Underwriters — Competitive bidding. 
Probable bidders for preferred: Kuhn, Loeb & Co.; Kid— 
der. Peabody & Co.; Smith, Barney & Co.; W. C. Langley 
& Co., and Glore Forgan & Co. (jointly); Harriman 
Ripley & Co. For bonds: Halsey, Stuart & Co. Inc.; Har— 
riman Ripley & Co.; The First Boston Corp.; Equitable 
Securities Corp.; Kidder, Peabody & Co.; Kuhn, Loe 
& Co., Lehman Brothers and Drexel & Co. (jointly). 
Bids expected Nov. 15. 


@® Pennsylvania independent Qil Co., Allentown, 
Pennsylvania 

Nov. 2 (letter of notification) 2,269 shares of 47 pre-= 

ferred stock (par $25). Underwriter, none. Offered te 

present holders of preferred stock at par. Proceeds te 

help pay obligations and increase inventory. 


@® Phoenix (Ariz.) Television, Inc. 

Nov. 4 (ietter of notification) 25,600 shares of Class 
stock ($10 par). Price, par. No underwriter. To operate 
a TV station. 


Power Petroleum Ltd., Toronto Canada 
April 25 filed 1.150,000 shares ($1 par) common of whicke 
1,000,006 on behalf of company and 150,000 by New York: 
Co., Ltd. Price—50 cents per share. Underwriters—- 
S. G. Cranwell & Co., New York. Preoceeds—For admin-- 
pnt expenses and drilling. Statement effective 
une 27. 


Progressive Fire Insurance Co., Atlanta, Ga. 
Oct. 28 (letter of notification) 10,000 shares of capital’ 
stock. To be offered present stockholders at rate of one 
new share for each four held and at $27.50 a share, 
with any remaining shares to be offered to the publie 
at $30 each. No underwriter. To increase the company’# 
surplus. Office, 107 Cone Sireet, Atlanta, Ga. 


@ Fublic Service Co. of Indiana, Inc. 

Nov. 7, filed 142,354 shares ($100 par) cumulative. pre- 
ferred stock. Underwriters—To be sold at competitiv> 
bidding: Probable bidders: Blyth & Co., Inc.; The First 
Boston Corp.: Ohio & Co.; Harriman Ripley & Co.; Glore, 
Forgan & Co. Proceeds—To be used to pay part of the 
cost of construction, additions and improvements. 


Resort Airlines, tnc. (11/16) 
Oct. 31 (letter of notification) 59,000 shares ($1 parp 
common stock, to be offered in behalf of company. Ua- 
derwriter—Marx & Co., New York. Price—$5 per share. 
To be used for equipment and additional working capi— 
tal in connection with the company’s air cruise service. 


@ Robinson Tag & Label Co., New York (11/10), 
Nov. 2 (letter of notification) $100,000 5% debentures, 
due serially 1950-1959. Price, par and interest Under- 
writer—Oscar Burnett & Co., Greensboro, N. C. New 
presses, working capital, etc. 


@® Rochester Gas & Electric Corp. 

Nov. 2 filed 132,000 shares (no par) common stock. Of- 
fering—To be sold to present stockholders of record Nov. 
22 at rate of one share for each seven now held. Under- 
writers—The First Boston Corp.; Lehman Brothers; Wer— 
theim & Co.; Merrill Lynch, Pierce, Fenner & Beane; 
George D. B. Bonbright & Co.; Little & Hopkins, Inc.; 
Erickson Perkins & Co.; Sage, Rutty & Co., Inc. Pre- 
ceeds—Prepay indebtedness and for construction. 


® Schulte (D. A.) Inc., New York 

Oct. 31 (letter of notification) 45,351 shares of commorm 
stock based on offering price of $2.125 per share, 
the aggregate total is not to exceed $100,000. Share» 
are to be offered from time to time on New York Cur 
Exchange through Ira Haupt & Co. Proceeds to selling 
stockholders. 

® Selected American Shares, Inc., Chicago 

Nov. 7 filed 200,000 shares. Underwriter—Selected In- 
vestments Co., Chicago. Business—Open-end diversifie® 
investment company. 


Smith, Inc., Fargo, N. D. 
Oct. 12 (letter of notification) 2,000 shares of 6% cumu- 
lative preferred stock ($25 par) and 15,500 shares ($& 
par) common stock. Price—Preferred to be sold a® 
$25 and common at $7.75. Underwriter—W. R. Olson Coa., 
Fergus Falls, Minn. To retire bank loans. 


Southern Co., Wilmington, Del. (11/29) 

Oct: 28 filed 1,500.000 shares ($5 par) common stock. 
Underwriter—Competitive bidding. Probable bidderse 
Morgan Stanley & Co., Kidder, Peabody & Co. and Mer— 
rill Lynch, Pierce, Fenner & Beane (jointly); Blyth 8 
Co., Inc.; Lehman Brothers; Harriman Ripley & Ca; 
Union Securities Corp. and Equitable Securities Corp 
(jointly). Preceeds—Additional common stock invest— 
ments in subsidiary operating companies. Bids expected 
Nov. 29. 


Southern Colorado Power Co. (11/21) 


Oct. 17 filed 170,336 shafes-(no par) common stock. 
Offering—-To be offered stockholders at the rate of one 


(Continued on page 54) 
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new share for each three held. Underwriter—Boettcher 
& Co. and Bosworth, Sullvan & Co., Denver, and Hutch- 
inson & Co., Pueblo, Colo. Proceeds—To repay bank 
loans and for construction. Tentatively expected Nov. 21. 


@ Sterling Motor Truck Co., Milwaukee 

Nov. 4 (letter of notitication) 3,600 shares of common 
stock, to be sold at market (about $34%) by C. Kenneth 
Baxter, Philadelphia. Underwriter — H. M. Byllesby & 
Co., Philadelphia. 


®@ Stubnitz Green Spring Corp., Adrian, Mich. 
Nov. 7, filed 183,339 shares ($1 pay) common stock. Un- 
derwriters—George A. McDowell & Co., and Baker, Si- 
monds & Co., Detroit. Proceeds—Sale being made by 
eight stockholders. 


Sudore Gold Mines Ltd., Toronto, Canada 
June 7 filed 375,00C shares of common stock. Price—$1 
per share (U. S. funds). Underwriting—None. Proceeds 
—Funds will be applied to the purchase of equipment, 
road construction, exploration and development. 


Sutherland Paper Co., Kalamazoo, Mich. 

Nov. 1 filed 34,400 shares of cumulative preferred. stock 
($100 par) convertible into common stock, prior to 1960. 
Underwriter—Harris, Hall & Co. (Inc.), Chicago. Offer- 
ing—Stock is to be offered to common stockholders at 
the rate of one share for each 10 held. .Proceeds—To 
move and rebuild a paperboard machine, for additional 
manufacturing and warehouse space, for a new boiler 
and ‘for working capital. 


@® Twin Lakes Corp., Las Vegas, Nev. 

Nov. 2 (letter of notification) 17,000 shares ($10 par) 
_preferred stock and 17,000 shares ($10 par) common 
stock. To be offered in units of 10 preferred and one 
common share for $110 a unit. No underwriter. To build 
a dance pavilion, bungalows, construct roads, and reim- 
burse the promoter, Lioyd L. St. John. 


Union Oil Co. (Calif.) 
Oct. 17 filed 600,000 shares ($25 par) common stock. 
Preceeds—The shares are to be issued in partial payment 
for all of the 35,000 outstanding shares of capital stock 
of the Los Neitos Co., an oil producing company. 


® United Funds, inc., Kansas City, Mo. 

Nov. 9 filed 200.000 units of United Income Fund shares 
and United Accumulative Fund shares. Underwriter— 
Waddell & Reed, Inc., New York. Business—Open-end 
diversified investment company. 


United Minerals Reserve Corp., Chicago 
July 27 (letter of notification) 270,000 shares of common 
stock. Price—$1i each. Underwriter—Edward W. Ackley 
& Co., Boston. For development of mining properties. 


@ Universal Winding Co., Providence, R. I. 

Nov. 4 (letter of notification) 6,500 shares ($5 par) com- 
mon stock, to be sold at market (about $9.625) by 
Charles E. Mason, Jr., Chestnut Hiil, Mass. Underwriter 
—G.H. Walker & Co., Providence. 


Peninsuta Power Co. 

Sept. 28 filed 154,000 shares of common stock (par $9) 
Underwriters—SEC has granted exemption from com- 
petitive bidding. An.investment banking group man- 
aged by Kidder, Peabody & Co.; Merrill Lynch, Pierce 
Fenner & Beane, and Paine, Webber, Jackson & Curtis 
may be underwriters. Proceeds—Will go to selling stock- 
holders. Consolidated Electric & Gas Co. and Middle 
West Corp. will sell 120,000 shares and 34,000 shares, re- 
spectively. 


® Younker Brothers, inc., Des Moines, la. 

Nov. 4 (ietter of notification) 1,000 shares (no par) stock, 
to be sold at $27.50 each. Underwriter—T. C. Henderson 
& Co., Des Moines. Proceeds—To selling stockholder. 


@® Welch Grape Juice Co., Westfield, N. Y. 

Oct. 31 (letter of notification) 83,749 common shares 
(par $2.50). Offered for subscription by stockholders of 
record Nov. 4 in ratio of three new shares for each 11 
shares held at $13 per share. Rights expire Nov. 25. The 
total offering price will amount to $1,104,636 of which 
$820,625 (approximately 74%) will be offered to a 
single holder leaving a balance offered to the public at 
$284,001. Issue not underwritten, but Navajo Corp., 
principal stockholder will purchase any shares not taken 
by other stockholders up to a total of 83,749 shares. The 
offering also includes 1,223 Treasury shares, making total 
offering 84,972 shares. Working capital. 


Prospective Offerings 

Butterfield (W. S.) Theatres, inc. 
The Paramount Pictures Inc. invites offers for the pur- 
chase of the following stock which it now owns: 37,500 
shares of class B stock of W. S. Butterfield Theatres, 
Inc., and 6,940 shares of class B stock of Butterfield 
Michigan Theatres Co. Inquiries should be addressed to 
Sidney M. Markley, Paramount Pictures Inc., 1501 Broad- 
way, New York 18, N. Y. 


@® Central Power & Light Co. 

Nov. 3 company requested SEC authorization to issue 
and sell $5,500,000 of sinking fund debentures, due 1974, 
at competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Union Securities Corp.; Carl M. Loeb; 
Rhoades & Co.; Kidder, Peabody & Co.; Glore, Forgan 
& Co.; Merrill Lynch, Pierce, Fermer & Beane and Salo- 
men Bros. & Hutzler (jointly); The First Boston Corp.;' 
White, Weld & Co.; Shields & Co. 


® Cincinnati Gas & Electric Co. 
Dec. 21 stockholders will vote on authorizing 3,500,000 
additional shares of common stock, some of which will 
be offered early in 1950 in connection with an $85,000,000 
construction program. The exact amount will be deter- 
mined within the next two weeks. Of tne 2,500,000 
shares now authorized, all but 6,000 shares are outstand- 
ing. 

Denver & Rio Grande Western RR. 
Company has applied to ICC for authority to sell $1,000,- 
000 first mortgage series A 3s-4s, due 1993, at not less 
than 85 and interest from July 1, 1949. Bonds were pre- 
viously issued and are now held in its treasury. Pro- 
ceeds would be used to reimburse treasury for funds 
used in redeeming $1,500,000 Denver & Salt Lake Ry. 
ist 4s series A, due 1950, on Jan.'1, 1949. - 

Food Fair Steres, inc. 
Dec. 30 stockholders will vote on a proposal ‘to raise 
the authorized indebtedness from $5,000,000 to $12,000,- 
000. If proposal is approved company is expected to 
issue and sell $8,000,000 debentures. The increase is de- 
signed to retire $2,700,000 342% outstanding debentures 
and to finanee expansion of company’s supermarket 
chain. Probable underwriter: Eastman, Dillon. & Co. 


® Illinois Bell Telephone Co. 
The company has asked the Illinois Commerce Commis- 
sion for permission to issue 389,982 shares of common 
stock (par $100) pro rata for subscription by stockhold- 
ers. American Telephone & Telegraph Co. owns over 
99% of the outstanding stock. 

Plans for additional long-term financing are under con- 
sideration according to a company spokesman. 

Kansas City Power & Light Co. 

Oct. 25 company announced that it plans to sell $10,- 
500,000 of additional common stock and $20,000,000 of 
funded securities. Proceeds would be used in its $55,- 
000,000 expansion program planned for completion in 1952. 
Company plans are to sell $5.000,000 of common stock this 
year and the balance probably would not be issued until 
1951. Probable bidders for bonds: Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Glore, Forgan & Co. and W. 
C. Langley & Co. (jointly); Lehman Brothers and Bear, 
Stearns & Co. (jointly); Equitable Securities Corp.; 
Kuhn, Loeb & Co.; Salomon Bros. & Hutzler and Union 
Securities Corp. (jointly); Shields & Co. and White, 
Weld & Co. (jointly); Smith, Barney & Co. 
® Lone Star Steel Co. 
Nev. 4 directors have authorized the sale of 592.185 
shares of common stock, to be offered for subscription 
by present stockholders before being offered to the 
public. 
@® Magnavox Co. 
Nov. 4 announced stockholders will be asked to author- 
ize a preferential stock issue as part of a proposed new 
financing program. Details will be annourced later. A 
special stockholders’ meeting will be held Dec. 12 to 
act on an amendment to a certificate of incorpora’ion 
that would authorize the preferential issue. Stockholders 
of record Nov. 15 will be entitled to vote. New financing 
will retire outstanding bank loans and strengthen work- 
ing capital. 
® New York Central RR. 
Nov. 4 reported company is planning the sale about Dec. 
7 of $8.600,000 equipment trust certificates. It is ex- 
pected that certificates of the offering will be dated Jan. 
1. 1950. Probable bidders: Halsey, Stuart & Co. Inc.; 


Harriman Ripley & Co. and Lehman.Brothers (jointly); ~ 


Salomon Bros. & Hutzler. Bids expected about Dec. 7. 


Northern Natural Gas Co. 
Oct. 25 company proposes to finance its expansion pr 
gram (estimated to cost $51,840,000) through the sa 
of debentures, bank loans and possibly by the issuan 
of some additional common stock. 


® Public Service Co. of Colorado 
Nov. 8 company is expected to be in the market short 
for new equity capital to finance its comstruction a 
expansion program. 

St. Louis-San Francisco Ry. (11/16) 
Bids for the purchase of $4,080,000 equipment trust ce 
tificates, Series E, due $272,000 annually Dec. 1, 195¢ 
1964, will be received at company’s office 120 Broac 
way, N. Y. City, up to neon Nov. 16. Probable bidder] 
Halsey. Stuart & Co. Inc.; Salomen Bros. & Hutzier; Har 
ris, Hall & Co. (Inc.); Harriman Ripley & Co. and Le 
man Brothers (jointly). 


® San Diego Gas & Electric Co. oe 
Oct. 15, it was announced that the company plans’ t 
offer some time in 1950 an tssue of permanent securitie 
either stock or bonds, the net proceeds of which-are ti 
be used to retire then outstanding bank learis. 


® Sharp & Dohme 

Nov. 4 directors gave tentative approval to the propose 
offering next year of a new non-conyertible preferre 
stock in exchange for company’s outstanding series 
preferred. It is expected that the terms ofthe transa 

tion, still to be determined, will encourage present pref 
erence holders to exehange their shares. Any unex 
changed shares, it is believed, will be redeemed at $7 
a share, up to a certain amount, through the sale to a 
underwriting group of additional shares of the new issue 


South Carolina Electric & Gas Co. 
On Oct. 11, company announced plans to issue and $e 
$10,700,000 in bonds.in 1950, 1951 and 1952, $3,000,000 iv 
equity securities in 1950 and $3,000,000 in common-stoc 
in 1952, the proceeds to be used to finance in part iit 
$34,000,000 expansion program in the five years fro 
1949 to 1953. The balance of the funds needed will be 
obtained from internal sources, including depreciatio 
reserves. 

Steiner Paper Corp. (12/5) 
The Attorney General of the United States of Americz 
is inviting sealed bids for the purchase from him a 
public sale, as an entirety, of 575 shares of capital steck 
of the corporation. The 575 shares constitute 100% of 
the issued and outstanding capital stock of the cOmpany 
The stock is held by the Attorney General as a result of 
vesting action under Vesting Order dated Jan. 20, 1943 
pursuant to the Trading with the Enemy Act. All bids 
must be received at the Office of Alien Property, Depart 
ment of Justice, 120 Broadway, New York, by 3:30 p:m 
(EST) Dec. 5. 
@ Virginia Electric & Power Co. 
Nov. 2 reported company plans to raise $42,000,000 
through public financing in the next two years in con- 
nection with its $53,000,000-constraction and expansion 
program. Company presently expects to raise between 
$22,000,000 and $25,000,000 of its new money regquire- 
ments in 1950. Depending upon market conditions, the 
company plans to sell either preferred stoek or deben- 
tures next March, and will raise the balance of 1950 
capital requirements by the sale of first mortgage bonds 
around September 1950. No additional common: stock 
financing is planned for 1950. Traditional underwriter: 
Stone & Webster, Securities Corp. However, if bonds 
are sold competitively probable bidders include: Halsey 
Stuart & Co. Inc.; Stone & Webster Securities Corp.; 
White Weld & Co.; Union Securities Corp.; Salenion 
Bros. & Hutzler; Merrill Lynch, pierce Fenner & Beane, 
and Haligarten & Co. (jointly): Glore, Forgan ®& Co., 
and W. C. Langley & Co. (jointly). 

Western Maryland Ry. 
E. S. Williams, President, states that company will decide 
in near future whether to refinance the first mortgage 
4s, due Oct. 1, 1952 ($44,902,000 outstanding) or. await 
maturity. Company intends to create a new mortgage 
on entire properties which would be much stronger 
than the mortgage securing ithe Ist 4s and there wouid 
be about $45,000,000 of additional property and eguip- 
ment added to the security for the new mortgage. Mor- 
gan Stanley & Co. and Alex Brown & Sons are reported 
to be helping the company in an effort to develop an 
zeceptable plan. 


Wisconsin Central Airlines 
Oct. 20 reported company may do some financing for the- 


purpose of expanding its present routes with larger 
planes. Probable underwriter: Loewi & Co. 














for a long sojourn, 


_ Reporter’s 
Report 


‘Broken up by two holidays this 
Week ‘afforded little incentive for 
“either investment barikers or po- 
tential issuers to undertake much 
in the way of new financing. 

‘@aite to the contrary, the cir- 
cumstances appeared to encour- 


tures. 





age quite a bit of absenteeism in loans and for general corporate 
the ranks at the start of the week, purposes. 

and it appeared likely that this | 

condition would be duplicated at | 
the close of the period as many | 
took advantage of the opportunity 


Aside from Central Maine Pow- 
er Co.’s three-way project involv- 
ing first and general mortgage 
bonds, preferred stock and com-~- 
mon stock on rights, 
had only two: other issues; both 
small, to absorb their attention. 

American Bosch Corp. was 
| slated to bring out today, through 
bankers, an issue of $4;000,000 of 
fifteen-year sinking find deben- 
The company planned to 
use the proceeds to repay bank 


paying the 


Meanwhile Wabash Railroad 
Co., also today was due to receive ; 
bids for an issue of $3,465,000 of ing slowly 
serial equipment trusts 


‘stallments. 

Market observers expected little | 
or: no 4@ifficulty in the task of 
placing these issues because of 
their limited size, but otherwise 3 
the investment world had little 
to keep it busy during the week. 


Central 
Bidders were out in force. for 


investors | fast. 





101.3251 for a 2%% coupon. Re- | 
offering was made at 101.515 to 
yield about 2.80%. 

This issue was reported mov- 


Meanwhile the common stock, 
00,548 shares, is first offered to| the year, to provide “fumds for 
stockholders, preferred and ‘com- | completing 
men, one for two of the former | *t'uction program. 
Maine Power | and one for ten of-the latter. The | : 

winning group here set a price of | ane g warephe © eer — a 
Central Maine Power Co.’s three | $16.50 less _an underwriting ‘fee oat, 
issues, with the successful group | of 68.1 cents a share. 


company a price of | Big Equity Offer Loems 


Cincinnati Gas & Electric .Co. 
set in motion the machinery 
which promises one of the targest 
while the preferred utility equity undertakings in 


_due. stock, involving a block of 30,000 | ™@"Y months when it cdiled a 


March 1, 1956 to 1964 in equal in- ; Shares, bid in by bankers at a fe 
. price of 100.179 for a $460 divi- | @Uthorizing 3,500,000 shares of 


dend rate; 
$102.22 to yield 4.50%, moved out 


special meeting for the ptirpese of 


and reoffered at | 2@ditional common stock. 


Walter C. Beckjord, President, 
| Stated that this step is in prepara- 
tion for a further -steck issue. 
probably soon after the return of 


its $85)000;000 cen 
The scope of the offering, ‘he 


a portion of 
‘ sought. 


the authorizatien 
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What Is Happening to Business? 


(Continued from page 11) 


war. That process of expanding 
plant equipment by industry was 
e greatest single new invest- 


ent component to substitute for | 


ancelled war activity. When war 
production was cancelled, almost 

0 billion of the gap was made 
good by expansion in gross private 
domestic investment. 

mers’ goods output expanded 
and the prices of that output rose 
almost 30%. That was the actual 


(In billions 


Total gross national product 


Personal consumption by civilians 
Includes consumers durables of 

Gross private domestic investment 
Residential, factory construction, etc._ 


Producers durables 

Inventory accumulation 
Net foreign investment 
Government purchases, goods 


The table (first column) con- 
tains the principal constituent 
elements in the highest gross na- 
tional product rate ever recorded 
in the United States: If there is 
added to $48 billion of gross pri- 
vate domestic investment $22 bil- 
lion .of consumers durables, then 
the gross “capital formation” of 
the United States was $70 billion. 
That exceeded the maximum pro- 
duction of munitions of war in the 
peak war years which was $63 
billion. 

It is that huge total of gross 
Private domestic investment 
which has made possible the -ex- 
pansion of consumers goods out- 
put. It is also an inflationary 
force of the first magnitude. In 
the immediate first years after 
the war while it was expanding, 
incomes of the entire United 
States community were enlarged 
by these payments of business- 
men for additional plant capacity. 
Yet at the same time until that 
plant capacity was completed, 
there were no greatly increased 
supplies of additional goods to be 
purchased with the 
enlarged. Asa result, the forma- 
tion of money incomes increased 
faster than the formation and 
production of goods to be bought 
with those money incomes. 

But starting a year ago (we 
might select the date of August 
1948 for this purpose) the. sup- 
plies of goods started to increase 


so that prices have generally been | 


reduced since that time. The peak 


of wholesale prices was reached ‘ 


in August, 1948. The level then 
was 169.8 (1926—100). Since that 
time the wholesale prices have 
fallen to a level of 152. That isa 
decline of 10%. That decline has 
come about as a necessary fact to 
the disposal of the large amount 
of production being brought forth 
in the months since plant expan- 
sion has become generally more 
complete and by the sharp change 
from a condition of inventory ac- 


cumulation to a condition of in-, 


ventory de-accumulation. 


A comparison of the two col- 
ums, of the table (and certain ad- 
ditional data) makes possible the 
following statements, more care- 
fully descriptive of the economic 
change downward from the. peak 
reached a little more than a year 
ago: 

(1) Total output of all goods 
and services has declined $14 bil- 
lion. 

(2) Personal consumption held 
up very well, declining only $2.7 
billion. 

(3) Government 
creased by $2.8 billion and the 
net foreign investment declined 
only by an insignificant amount, 
$0.2 billion. , 


(4) The entire decline in the 
total output of goods and services 
is found in gross private domestic 
investment, which declined from 
an annual rate of $48 billion in 
the fourth quarter of 1948 to an 
annual rate of $34 billion in: the 
second quarter of 1949, 


outlays  in- 


The con-| 


incomes so | 


|inflation which was. the price we 
| paid for doing what few European 


countries dared to do—ending our 
wartime “suppressed inflation.” 
Let us break up into the sepa- 
rate segments the total value of 
our gross national product as it 


prevailed in the fourth quarter of 
last year and in the second quar- 
ter of this year. The figures are, 
of course, annual rates: 


of dollars) 
2nd Qtr. 
1949 
256.1 
178.2 
23.6 
34.0 
16.5 
20.3 
—2.8 
0.8 
43.1 


(5) Within the components of 
|this total of gross national prod; 
| uct of $48 billion, almost the en- 
| tire decline is found in the change 
from an inventory accumulation 
|rate of $9.0 billion in the fourth 
| quarter of 1948 to a de-accu- 
/mulation of inventory of $2.8 

billion in the second quarter of 
1949. 

| It is possible-to illustrate how 
'sharply the attitude toward in- 
ventory changed for some indus- 
tries. During the Spring months 
last year copper fabricators -seld 
| finished produets having a copper 
| content of about 110,000 tons. At 
|the very same time they were 
_purchasing for inventory refined 
copper at a rate of about 36,000 
tons. As the result of the very 
_sharp reduction in purchases of 
raw copper, the price fell. The 
decline was precipitous, 


and services 


a pound. 
tions were recorded in early Sum- 


mer, there has been a recovery.| 


In fact, the recovery in business 


since the low point of July has | 


been mostly caused by the neces- 
sity to increase the purchases of 
| goods and reverse the inventory 
de-accumulation. 
consumers have been willing to 
spend their incomes at sustained 
high rates. Consequently, 

might reach the conclusion, 
has Professor Sumner H. Slichter 
of Harvard University, that this 
fall will see the turn come with a 
rather sharp rise in industrial 


steel and coal strikes is, of 
course, entirely left out of -these 
calculations. ) 

As a matter of fact, we have 
seen such a rise in industrial -pro- 


duction from the low point of 162 | 


in July (eonsiderably influeneed 
by the common use of July for 
factory-wide vacations) to an in- 


dex of about 178 as the steel and | 


coal strikes got underway to low- 
er this index to'158 (Oct. 15). 

But I think it is necessary to 
look further into the processes of 


formation of individual incomes. | 
' 
com- 


One highly important 
ponent element making for high 


or low consumers’ incomes is.the | 
amount of prospective “gross pri- 


vate domestic investment.” 
Though that inyestment declinéd 


by $14 billion from the fourth | 
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Alert, aggressive, with 20 years’ 
brokerage experience spent with 3 
firms over-the-counter and Stock 
Exchange members: Complete 
knowledge of entire office routine, 
trading and cashier’s department. 
39. Would prefer 
connection with firm with limited 
personnel. 
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from | 
about 23 cents a pound to 14 cents | 
Since the low quota- | 


It is true that | 


one | 
as | 


production. (The influence of the | 


quarter of last year to the second 
quarter of this, and though $12 
billion of this decline was due 
solely to the change in attitude 
toward inventories, it does not 
seem wise to calculate upon a sub- 
stantial, full recovery in this 
amount of gross private domestic 
investment in 1950. Inventory ac- 
cumulation will probably return 
in small amount, but the crucial 
question for the next nine months 
of business is: How well will the 
plans of home owners for build- 
ing houses, farmers for continued 
high rate of purchases of farm 
equipment, and above all, the 
plans of industry and business 
for the purchase of factory 
machinery and equipment of all 
kinds, hold up in early 1950? 

Because satisfaction of the 
doubled levels of personal con- 
sumption required a sharp expan- 
sion in plant capacity from 1946 
to 1948, I do not expect the high 
rate to be sustained over the next 
two years as it prevailed during 
the years 1947 and 1948. What 
does this mean, then, for business 
if this view should prove to be 
correct? 

It means that the problem of 
pricing becomes extremely im- 
portant. The larger production 
of consumable goods can be sold, 
maintaining high level “real” out- 
put, if the prices are lowered. 
Then the larger production can be 
equated by means of the lowered 
prices to the gently subsiding per- 
sonal incomes which will be 
caused by a somewhat sharper 
decline in the capital expenditure 
budgets of a great deal of indus- 
try. Consequently, the desirabil- 
ity of having industry “lower 


sible to do” is very great. 





tember at the all time record rate 
of 6,200,000 cars a year. The in- 
dustry calculates that it will not 


}duction will not greatly exceed 
4,000,000 cars. But the produc- 
tion could decline 
if the becomes 


| sharply decision 


one of maintaining prices and let- | 


ting volume decline. If on the 


other hand prices can 


better sustained. 


ment components” as private in- 
dustry does catch up and com- 


facility expansion. That is why 


I think we need to have an open | 
|experimental attitude toward the | 
\new housing program as passed | 
Business- | 
men generally should take a great | 
interest in this program so that | 


by Congress this year. 


in its initial stages we may learn 
how to develop it soundly. If we 
succeed in doing this at first, we 
certainly can, not only with safety 
| but with enormous benefit to all, 


time if the business cycle condi- 
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SECURITIES 
SALESMAN 
WANTED 

We would like 
experienced 
pal bonds, trust and un- 
listed stocks. The clientele would 
be principally individuals and banks 
in Florida. Ideal situation for 
younger man looking forward to a 


future in -Florida, or. for 
one retirement 


the services of an 


man, to sell munici- 


sheres, 


an older 


anticipating in a 


few years. 


Please forward an account of your 
past experience to 


Box 16 — Orlando, Florida 


All replies held in strict confidence 

















should get 





prices wherever this is at all pos- | 
One | 
| of the best cases is, of course, the | 
automobile industry. This indus- | 
try produced in August and Sep- | 


| held on 


much more | 


be safely | 
reduced, volume can thereby be. 


In addition to the problem of | 
pricing, we all face the problem | 
of sensibly finding “new invest- 


pletes its plans for postwar capital | 


| Company, 


| will receive dividends by cheque. 
| respect of share warrants will be paid on or 


| of Canada on presentation of cou 


| 18th, 
| dends 


tion should warrant that action. 
Then we should ask our financial 
groups, commercial and invest- 
ment bankers alike, to study and 
develop new plans whereby pub- 
lic improvements, hospitals, 
schools, and particularly new and 
improved highways, can be fi- | 
nanced as far as. practicable on a 
self-liquidating basis. Here then 
are the tasks of the future: 


As gross private capital forma- 
tion may decline, to plan ways in 
which private investment can be 
stimulated and new public or 
publicly assisted investment can 
be enlarged. The problem for pri- 
vate business is to stabilize a high 
level of investment. This could 
be stimulated by giving tax 
credits for the steady investment 
of depreciation reserves. It could 
be expanded further, as need ap- 
pears to exist, by giving tax 
credits for the “investment” of 
retained earnings. We could even 
go so far as to give tax credits 
for concerns which “invested” the 
proceeds of borrowed money and 
additional capital obtained by the 
sale of equity securities. We have 
an economy which must find one 
million new jobs a year. We 
incentives to have 
business working to help us do 
just that. Ther business can turn 
to help in the “public investment 
field” if “private investment” can- 
not be stabilized at a high enough 
level to yield the requisite num- 
ber of total jobs. 


Business generally must assist 
in studying the best ways in 
which to bring in. new investment 


DIVIDEND NOTICES 











components to take the place of 
the private investment com- 
ponents which may soon decline 
owing to the fact that our postwar 
needs on the part of industry 
have been generally fulfilled. 
Here great study is needed and a 
sympathetic attitude, because in 
the necessary experimentation 
many mistakes are going to be 
made. For these, the achieving of 
a more stable economy in face 
of our fundamental tendency 
toward greater fluctuation is a 
great reward, indeed. 





DIVIDEND NOTICES 








The Singer Manufacturing 
Company 


The Board of Directors has declared a 
quarterly dividend of $1.50 per share and an 
extra dividend of $1.50 r share payable on 
December 14, 1949 to stockholders of record 
at the close of business on November 23, 1949. 


D. H@ALEXANDER, Secretary. 
November 4, 1949. 











ee 





A regular quarterly divi- 
dend of 37 ¢ per share has 
been declared on the Capital Stock of this 
Company, payable December 15, 1949, to 
stockholders, of record November 30, 1949. 
The stock transfer books will remain open. 
E. W. ATKINSON, Treasurer 
November 2, 1949. 
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The Colorado Fuel & Iron 
Corporation 


Dividend on Preferred Stock 
At 
November 3, 1949, 


was declared on its preferred stock, payable 


| December 1, 1949, to stockholders of record 
| at close of business on November 10, 1949 


D. C. McGREW, Secretary 


a meeting of the Board of Directors 
| of The Colorado Puel & Iron Corporation | 
the regular | 


P a | dividend in the.amount of 25c per share | 
be long until the sustained pro- | 





DIVIDEND NOTICE 


The board of directors has declared 
a quarterly dividend of 80 cents per 
share on the common stock, payable 
December 15, 1949, to stockholders 
of record November 23, 1949. 


WILLIAM A. MILLER, Secretary-Treasurer 











=> COLUMBIAN 
CARBON COMPANY 


One-Hundred and Twelfth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid December 10, 1949 


to stockholders of record November 21, 
1949, at 3 P. M. 


GEORGE L. BUBB 
Treasurer 





THE DAYTON POWER AND 
LIGHT COMPANY 


DAYTON, OHIO 


/enlarge that program at a later || 


14th Consecutive Quarterly Dividend 


The Board of Directors has declared a 
reguler quarterly dividend of 45c per 
share on the Common Stock of the Com- 
pany, payable on December 1, 1949 to 
stockholders of record at the close of 
business on November 16, 1949. 


B. C. TAYLOR, Treasurer 
November 4, 1949 





Imperial Oil Limited 


NOTICE TO SHAREHOLDERS AND 
HOLDERS OF SHARE WARRANTS 


A dividend of 25 cents per share has been 
declared on the outstanding shares of the 
payable December Ist, 1949. Regis- 
tered sharehclders of record November 17th, 1949 
Dividends in 
after December ist, 1949 by The Royal Bank 
nm number 73 
be closed from November 
to November 30th inclusive, 1949. Divi- 
payable to non-residents may be con- 
verted into foreign currencies at the official 
rate prevailing on date of presentation 


Transfer books will 


as | 


| authorized by Canadian Foreign Exchange Con- 


trol Board. 
BY ORDER OF THE BOARD 
COLIN D. CRICHTON, General Secretary. 
November 3, 1949 








'THE TEXAS COMPANY 











189th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








| 
} 
| 
| 
| 
| 
| 


A. dividend of $1.00 per share or four per 
|cent (4%) on par value, and an extra 
dividend of 75¢ per share or three per 
cent (3%) on par value, were declared 
| October 28, 1949, on the shares of The 
| Texas Company, payable respectively on 
| January 3, 1950 and December 15, 1949, 
| to stockholders of record as shown by the 
books of the company at the close of em 
ness on November 9, 1949. The stock 


| | transfer books will remain open. 


ROBERT FISHER 
Treasurer 
7 eae 











PACIFIC 
FINANCE CORPORATION 
of California 


DIVIDEND NOTICE 


On October 26, 1949, the 
Board of Directors de- 
clared a regular quarterly 
dividend of 40 cents per 
share on the Common 
Stock ($10 par value) of 
this Corporation, payable 
December 1, 1949 to stock- 
holders of record Novem- 
ber 10, 1949. 


B. C. REYNOLDS 
Secretary 


z 
$ 
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BUSINESS BUZZ | question of time before the U. S: 
| will recognize Communist China, 
| In the long run, the Chinese 
commies are expected to take 
'over French Indo-China, with the 
French fighting a losing military 
|cempaign against them. 


(This column is intended to re« 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and Wiay or may not coincide with 
| the “Chronicle’s” own views.) 
Sr 


George Dock Joins 
Aibert Frank Agency 


| George Dock, Jr., has joined 
_Albert Frank-Guenther Law, Inc., 
] advertising agency, in the New 
| York City office, 131 Cedar Street, 
|For the last 
| two years Mr. 
| Dock was with 
|the National 
| Audubon So- 
| ciety in charge 
| of public in- 
\formation. 
| priorto which 
he was for 
four years an 
i} account and 
| copy executive 
with Fuller & 
Smith & Ross, 
i\New York 
City. Previ- 
ously he had 
| been a Vice- 
| President of Doremus & Co., New. 
| York City; Public Relations Di- 
'rector of the Federal Home Loan 
| Bank Board, Washington, D. C., 
| and Assistant Manager of Halsey, 
| Stuart & Co., Inc., investment 
| firm, New York City. 
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WASHINGTON, D. C.—Just a $3-billion glimmer of how hard 
it is to bring the Federal budget under control, was indicated rather 
startlingly in the Budget Bureau’s summary revision of 1950 estimates. 

This summary revision is a statement of how prospective revenues 
wnd expenditures now stack up® 
for the current fiscal year, which , 
ends June 30, 1950. Its compari- 
#ons are with estimates made by | 
the President in January, when) 
the proposed budget for this 
fiscal year first went down to 
Congress. (It is not primarily a 
<omparison with figures for the 
previous fiscal yeay) Thus, it is 
w sketch of how the budget 
Sooks, roughly, in view of the way 
the budget was handled by Con- 
gress or affected by changing _battle with many of the pressure 


business conditions. ; _ | groups, fighting the entire weight 

One of the striking things in| of the Administration which said 
this budget summary is that, in a| jts estimates were “rock bottom” 
word, the increasing outpay-' ard untouchable, fighting even 
sents under Congressional author- | the withholding of essential in- 
izations more or tess permanent 1n formation about appropriations 
amature, are outstripping the hard- | needs, these committees cut down 
est efforts at economy. | the supply bills a little. 

While at one or two points th tt % 
this might be challenged, 
& would appear from the re- 
wision that the Congress had 
eu sufficient out of the Presi- 
@ent’s appropriation requests 
(ether than authorizations) to 
make possible a~ reduction in 
estimated expenditures by $1.4 























for farmers, which have been ||} ]} an ¥ ee | 
able to force these spending : 4 ee 
plans through. 


The $1.4 billion “savings” which 
Congress (for the most part) 
| would have achieved except for 
| the expanding flow of money un- 

der the more or less permanent au- 
thorizations was, however, some- 
thing entirely to the credit of the 
Appropriations Committees. 


Fighting the toughest kind of a 











George Dock, Jr. 
There is a large significance for 


| 1950 ih this story. Many members 
| are determined to give the Presi- 
j dent a real scrap next year on 
|} spending. These persons are for 
| the most part members of the Ap- | 
| propriations Committees. It is on | 
ithe Appropriations Committees | 
billion from the January spend- ‘that the fight for economy will | 
ing estimates. |center next year. It is upon the | 
On the other hand, outpay-' Appropriations Committees that 
aments under authorizations will | the country must depend primar- 
megate this savings and be re-| ily for economy, for the Adminis- | 
sponsible for a net increase in tration forces are so strong on the 
prospective spending of $1.6 bil-| floors of both Houses as to make | 
lion over the January estimates. | dubious any hope for a rank and 
——— vie &5 ilition nm file Congressional fight for econ- 
aggregate of nearly illion for omy. 
weterans, for purchase of GI and | Another significance is that, 
San ara ey te fesgan, | unsuspectacularly in some case 
. ” | and spectacularly in others, 
See reer, and for the posial|) Gongress added hundreds of 


























With Reynolds & Co. 


(Special to Tue Financial CHRONICLE) 

CHICAGO, ILL.— Michael H. 
O’Brien has become associated 
with Reynolds & Co., 208 South 
| La Salle Street. He was formerly 
with Paul H. Davis & Co. and 
|Paine, Webber, Jackson & Curtis. 


‘“‘Miss Delaney in the Accounting Department wants 
Clark Gable for General Manager!’’ 





proposals because, as they see it,| panies IS agreeable to the compa- | 
no legislation can be obtained | nies, the Treasury, and the Ways 
from the present Congress and and Means Committee, and prob- 
Administration which would do|ably will be passed next year by 
anything than further clamp down | UNanimous consent, it is reported 
on employers. With any such at the Capitol. 

|legislation the Administration | Even though Congress probably 
could cooperate with labor in re-| next year will fall far short of 
| peated raids on management, and | balancing the Federal budget, the | 
any such legislation would compel; chances are good that not less 











Veterans legislation is han- 
died by the Veterans commit- 
tees (Finance Committee in the 
Senate). During this session 
the two Banking Committees 
approved and Congress adopt- 
ed, the allotment of an addi- 
Bienal $1.5 billion ($1.1 billion 
of which will be used in the 
current year) for the RFC sec- 
@ndary mortgage market. The 
Post Office Committees got by 
this year the third raise since 
the war for postal employees, 
bringing up the average pay 
af these employees from $1,900 
per year prewar to around 
33,400. 


These authorizations are not 


| 





millions this year to permanent 
authorizations, and hence to the 
total cost of government. Sena- 
tor McClellan of Arkansas is 
making a stufly of the additional 
authorizations. One of the more 
notable is public housing, which 
commits the Federal Treasury 
to 40 years of housing subsidies. 
A geod many pensions and sal- 
aries were increased. At least 
a score of “little” expenditures 
were added to the permanent 
toll, such as increased Federal 
spending for local hospitals. 
as Ms m 


There 


is a strong belief that | 
Congress may be in a mood to de- 
vise some form of forced settle- 


| management to pay off. than the $130 million of postal 
This is not the time, with a |rate increases proposed by a 
de facto labor government, for | House Committee, will be adopted | 
employers to dream of any | next year. 
legislation which would restore It is planned by the staff of 
to management an equality in the Congressional Joint Com- 
bargaining with labor, say these mittee on the Economic Report, 


| 
| observers. to make public shortly the re- 


Ree: e plies of hundreds of business- | 
_Realizing that a funded pension; men, bankers, laber leaders, | 
liability to provide $100 per month| and governmental bank super- | 
| pensions for some 40 million| visory olficials, to its question- | 
| workmen ultimately would re-| naire on monetary and fiscal | 
|quire an enormous accumulation! problems. The Joint Commit- | 
|of reserves, industrial observers| tee’s subcommittee studying the | 
began, then, to talk about financ-| effectiveness and ceerdination | 
|ing pensions on a “pay-as-you-| of monetary and fiscal measures 
gc” basis without reserve funds.!| sent out this questionnaire, a 
Then it was realized that if re-| catalogue of the principal ques- 


| 
| 
| 


Business 
Man’s 


Bookshelf 


Report of Directors of the On- 
tario Mining Association — 1948-. 
1949—Ontario Mining Association, 


320 Bay Street, Toronto, Ont., 
Canada—paper. 


Cement Stocks: 











ment of such future big strikes as 
those in coal and steel, and it has 
got industry observers here wor- 
ried. 


serves were foregone the Admin- tions in this bread field. The 
istration Planned Economy drive’ views of individual respondents 
would be given a terrific impetus. will be revealed, except when 
If pensions were financed out of | they asked that their replies be 


| current. productio ly, th he | ; S 
One of the plans along this fowmoeny would cer a ned held in confidence. Incidentally, 
labor leaders will be asked to 


line was that sponsored by Rep. (ous argument for planning to 
Christian Herter, Massachusetts | maintain Full Employment, for testify as to the effectiveness of 
Federal Reserve Board mone- 


handled by the Appropriations 
Committees of the House and 
Benate, but by the aforemen- 
Zioned legislative committees. | 
When the legislative committees | 
provide additional veterans’ bene- | 
fits, higher pensions and compen- 
sution, they authorize officials to | 
pay them. When RFC is authorized | 


Riverside Cement 
Spokane Portland Cement 
Oregon Portland Cement 

Coplay Cement Mfg. 
Glens Falls Portland Cement 


wt a: a 





Republican, in his so-called | without Full Employment then 
“Public Rights in Industrial | workers’ industrial pensions | 


to go out and buy an additional | 
is | 


$1.5 billion of mortgages, it 
authorized to do so. And so on. 


In other words, the Appropri- 
ations Committees are in effect 
presented with an accomplished 
fact. They can no more refuse to 
allow pro forma appropriations 
bills to go through to pav for 
these obligations, as a matter of 
practical fact, than they can im- 
peach Harry Truman for con- 
stantly overturning the wishes 
of Congress on appropriations 
matters. Technically the appro- 
priations measures have to be 
voted in many instances before 
outpayments under authoriza- 
tiens can be paid, but it just 
isn’t practical for the Appropri- 
ations Committees all by them- 
selves to take on all the lebbies 
for housing, for veterans, and 


Disputes Act.” This bill would 
provide that when the Presi- 
dent found an industrial dispute 
would affect the public health 
or safety or threaten same, he 
could compel both parties to the 
labor dispute to arbitrate, and 
the arbitral settlement would be 
binding on both parties for six 
months. 


| Another idea kicking around. 
'said even to have been talked 
_about at the White House, would 
declare that in certain basic in- 
dustries like steel, coal, and utili- 
ties, employees would be forbid- | 
den to strike but as the price of 
giving up this right, they would 
in effect be guaranteed by gov- 
ernment with a favored status as 
to wages and pensions. 
Hard-boiled industry represen- 
‘'tatives here are frightened at such | 


would be threatened. 
A a 


us 





tary controls. 
Even though the Chinese com- 


The new formula worked out/ mies are irritating the State De- | 
for taxation of life insurance com-| partment, it is probably only a 
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